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1

2

3 VIDEOGRAPHER: The Court Reporter today is
4 Dawn M. Hart of LegalLink San Francisco. | will now
5 swear in the witness.

6 Thereupon ---

7 WILLIAM POLLIE

8  having been duly sworn, testified as follows:

10
11 Q Good morning, Mr. Pollie.
12 A Good morning, Mr. Yates.
13
14
15
16
17
18
19
20
21
22
23
24
25
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Q

And when you |€eft Integral Systemsin

gpproximately '91 or '92 where did you go?

A

Q
A

Q
A

| went to acompany called SAP.

And for how long were you with SAP?
Through September 2001.

And what positions did you hold at SAP?

Variety of positionsin product management,

25 direct sales, global sales, strategic account
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1 management, and management positions; Vice-President

2 of Field Operations for SAP.

3 Q Yourlast position was Vice President of

4 Field Operations for SAP?

5 A Yes.

6 Q Andwhat did you do as the Vice President of
7 Field Operations for SAP?

8 A |Iranaparticular industry sector for SAP

9 inthe field and operation which had consulting,

10 presales, salestargeted at an industry sector that we
11 were growing.

12 Q Andwhat sector was that?

13 A Financial services and insurance, brokerage.
14

15

16

17

18

19

20

21

22

23

24

25
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16 Q Soinapproximately September of 2001 SAP
17 did not have a fully developed CRM product; is that
18 your understanding?

19 A Itwasfairly new, yes.

20 Q Andwhat about today, do you have an

21 understanding of SAP's CRM product offering today?
22 A Notindetail, no.

23 Q Andyou left SAPin approximately September
24 of 2001?

25 A Yes
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1 Q Andwhodidyoujoin?

2 A Microsoft Business Solutions-Great Plains.
3 At thetime it was called Microsoft Great Plains
4 Business Solutions.

5

© 00 N O

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Pollie 05-26-04



00018

© 00 N oo o B~ w N P

R T O O
N~ o o0~ W N B O

Q Sure. At or about the time you joined

=
(o}

Microsoft Business Solutions, did Microsoft Business

Solutions have a direct sales force?

8 b

A Not to my understanding, no.

21 Q What kind of salesforce did it have?
22 A All of Microsoft Business Solutions
23 activities were delivered through a partner
24 organization.

25 Q ButyourtitlewasU.S. Sale -- Vice
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1 President of U.S. Sales?

2 A Yes

3 Q What wereyour duties and responshilities

4 in or about September of 20017

5 A Tomanage a agroup of Microsoft employees
6 that assisted our partners in providing software

7 services and product to, to customers.

8 Q Andhow would the Microsoft salespeople

9 assist the partnersin that role?

10 A Inavaiety of ways, by providing them

11 assistancein pricing data and by providing them

12 assistance in access to Microsoft resources that might
13 provide them detailed product information that they
14 needed, to help them monitor and control their

15 pipeline and activities, to assist them in sales

16 techniques, sdlestraining, product training.

17 Q Soisitfair to say that the partners acted

18 as an extension of the Microsoft sales force?

19 A |thinkit's safe to say that the Microsoft

20 partners were the sales force and were not necessarily
21 an extension of, but the sales force for Microsoft

22 Business Solutions.

23  Q Didyou meet with customers of Microsoft

24 Business Solutions in or about September of 2001?

25 A Yes

Pollie 05-26-04



00020
1 Q Anddid saespeople a Microsoft Business

2 Solutions working under you meet with customersin

3 approximately September of 20017?

4 A Microsoft Business Solution employees met

5 with customers. They weren't necessarily called

6 salespeople. They're called partner account managers,
7 they're cdled business development managers. So from
8 adlarification point of view, yes, my staff did meet

9 with customers, but they were not called salespeople.
10 Q Andwhat position do you hold with Microsoft
11 Business Solutions today?

12 A I'maGenera Manager within Microsoft

13 working in the enterprise business sector.

14 Q What isthe enterprise business sector?

15 A Theenterprise business sector are -- is

16 comprised of Microsoft's corporate account customers,
17 aswell as some of the larger, more strategic

18 customersin Microsoft as well.

19 Q What are corporate account customers?

20 A Corporate account customers are, are

21 Microsoft -- is Microsoft's description of the way

22 they tier the number of accounts for coverage

23 purposes. So that these representatives in the

24 classic Microsoft point of view are provided certain

25 coverage models to make sure that these customers are,
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1 maintain a high level of satisfaction with thelr

2 partners and with the performance of the products.

3 Q Andisthere--you said they'retiered in

4 someway. Isthere any kind of threshold in terms of

5 numbers of PCs, or annua revenue, or number of

6 employees that's used in order to abtain a space

7 within the corporate account space within Microsoft?

8 A | know that thereisaway for them to

9 determine the number of accounts and the coverage, but
10 I'm not intimate with the detail on the actual

11 specific requirements on what makes somebody a

12 corporate account and what makes someone -- | think it
13 does vary and there are some exceptions made based on
14 opportunity or high profile of accounts, leve of,

15 level of business revenue, those kinds of things.

16 Q Canyou give me some examples of exceptions
17 that have been made for high profile accounts?

18 A | think if there's a particular account

19 that's, has a very high PC count let's say, but isn't

20 necessarily a high revenue account, the customer may,
21 may require further service capabilities, in which

22 casethey provide a higher coverage model for that

23 account. That could be one example.

24 Q Andwhat kinds of companies are you involved

25 with within the enterprise business sector?
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1 A Justasclarification purpose, myself person

2 persondly?

3 Q Yes

4 A Accountsthat are asking for executive

5 representation of Microsoft Business Solutions from a
6 drategic point of view, how Microsoft views their

7 acquisition of the Great Plainsin the division

8 organizations, and how we, we provide services to our
9 partners and support to our partners to make them

10 successful.

11 Q Canyou give me some examples of the kinds
12 of companies that you're involved with on that basis?
13 A Cetanly. Companieslike Ingersoll-Rand,

14 companies like Home Bank Corporation, United Missouri
15 Bank, Merid Corporation, Bound, Bound Globa, Chand,
16 asexamples.

17 Q In--whatis, what -- what is your

18 involvement, for example, with Ingestible-Rand? What
19 do you do with them?

20 A Whatdol dowith them?

21 Q Yes

22 A | havea-- farly regular communications

23 with their globa CIO regarding their relationship

24 with Microsoft Business Solutions and the partners

25 that are servicing their accounts; work with them on
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1 putting programs together for executive briefings,

2 making sure they're aware of our current state of

3 product, as well as our investment in particular

4 product that could be of interest to them for the

5 future, keeping them up-to-date on relationships were
6 forming with other partners and other products that
7 are out in the marketplace that they might find

8 interesting.

9 Q And hasIngestible-Rand purchased any

10 Microsoft Business Solutions software products?
11 A Yes

12 Q What have they purchased?

13 A They've purchased a product called Navision.
14 Q Andwhat is Navison?

15 A Navisonisan accounting and core back
16 office accounting system that's being used, that's
17 available on aglobd basis.

18 Q And how is Ingestible-Rand using it to your
19 knowledge?

20 A Ingestible-Rand has a project by which

21 they're implementing the Navision product at their
22 bobcat deders. So they're very smal, five- to

23 six-user type of operations, but it's away for them
24 to standardize the back office among the various

25 bobcat dealerships around the world.
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Q What about Bound Global, what's your

N
o

understanding of what products from -- they have

N
=

purchased from Microsoft Business Solutions?

N
N

A Bound Global has purchased our Axapta

N
w

product.
24 Q Do you know where that product has been

25 implemented?
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1 A Theimplementation resides in the New Y ork/

2 New Jersey area.

3 Q Isthat Bound Globa's headquarters?

4 A BoundGlobd is part of Bound. And for

5 Bound Globa, yes, that is their headquarters.

6 Q What is Bound Global's business, if you

7 know?

8 A Bound Globa's businessisto provide

9 trandation services. They are a Microsoft supplier

10 in that they do alot of the trandation services for

11 anumber of Microsoft products around the world, and
12 provide those kinds of services to other companies as
13 well.

14 Q Andyou say that the Microsoft Axapta

15 product has been implemented in the New Y ork/New
16 Jersey area by Bound Global?

17 A Itresdesthere, yes.

18 Q Doesit service other Bound Global locations
19 throughout the United States?

20 A Yes | beievethere's seven different

21 countries running on that instance today.

22 Q When you say there's seven countries running
23 on that instance, what do you mean?

24 A They're providing service, financial

25 accounting, application software functiondity to, |
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1 bdieveit's Six or more countries around the world

2 from ther facility in New Y ork covering approximately
3 3510 40 users.

4  Q Andhow, how do the usersin other countries
5 obtain access to the Axapta application?

6 A | believethrough adia-in network,

7 dthough I'm not sure.

8 Q What'syour understanding of which countries
9 are being serviced by the Axapta application in the

10 New York/New Jersey area?

11 A I'mnot sure of the detalls.

12 Q WhatisAxapta?

13 A Axaptaisa-- an gpplication software

14 package that was acquired as part of the Microsoft
15 acquistion of Navison in Cope -- out of Denmark, and
16 it isa, another gpplication edition of products that

17 Microsoft Business Solution sells and markets through
18 its partner organizations.

19 Q What'sthetarget market of Axaptaif you

20 know?

21 A Axaptafitsvery well in markets where

22 customers have international requirements, and it is
23 dso targeted at locations in the manufacturing sector
24 because of its functionality versus other editions of

25 Microsoft Business Solutions. It's -- it has a more
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1 robust manufacturing functionaity.

2 Q When you say it has a more robust

3 manufacturing functionaity, what do you mean?

4 A The Axapta product, through the acquisition,

5 provided Microsoft Business Solutions a product which
6 has some of the functionality associated with

7 production planning, manufacturing, bill of materia

8 management, inventory management, most of the discreet
9 type of manufacturing, very smple bill of materid,

10 assembly-type of work that many companies require in
11 the market in the manufacturing sector.

12 Q Andwhenyou say that Axaptais -- fits

13 well, or hasinternationa capabilities, what do you

14 mean?

15 A Axaptaisaproduct that isavailable and

16 supported in many countries around the world. And in
17 comparison to our Great Plains product --

18 (Interruption.)

19 A Incomparison with our Great Plains or

20 Solomon products, it is a product that is offered in

21 far more countries than currently the Solomon and

22 Great Plains product are supported.

23 Q Do you know in how many countries -- let me
24 withdraw the question.

25 Do you have an understanding of the, whether

Pollie 05-26-04



00028
1 Axapta has functiondity in 30 or more countries?

2 A | have seen documentation that relates the

3 avallability of Axapta, implementation of Axaptain

4 gpproximately that amount of countries, provided

5 ether through localized support or through direct

6 Axapta support.

7 Q Whenyou tak about localized support versus
8 direct Axapta support, what do you mean?

9 A There are some countries where partners have
10 taken the respongibility to localize and to provide

11 functiondity for local regulatory requirements for

12 the Axapta product that is not Microsoft intellectual
13 property or owned -- or owned by Microsoft.

14

15

16

17

18

19 Q Andyouasomentioned Chand. What's your
20 understanding of what Microsoft Business Solutions
21 product has been sold the Chanel?

22 A Chand isusing the Axapta product in a very
23 decentrdized approach, targeting a number of small
24 remote operations that they own on aworldwide basis.

25 Q IsAxaptaused by Chand in the United

Pollie 05-26-04
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1 States?

2 A No

3 Q Whereisit used, to your knowledge?

4 A Thereisanimplementation that's going on

5 today in Europe, and one that's being planned in the
6 AsaPecific region.

7 Q Do you know who is implementing Axapta for
8 Chand?

9 A A partner of oursis doing most of the work,
10 acompany by the name of ColumbusIT.

11 Q Andwhat is ColumbusIT?

12 A ColumbusIT isacertified Microsoft Axapta
13 business partner that has implementation resources, as
14 well as project people that implement Microsoft.

15

16

17

18

19

20

21

22

23

24

25
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Q Can you describe the financia management
6 modules that are provided with Axapta?

7 A TheAxaptafinancia management system
8 consists much of the modules that you described;

9 generd ledger, accounts payable, accounts receivable,
10 fixed assets, traditiona accounting applications that
11 arerequired in most small, medium, and large

12 corporate account-type of structures.

13

14

15

16

17

18

19

20

21

22

23

24

25
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21  Q [I'vereadin some publications that

22 Microsoft Business Solutions hopes to grow its annual
23 sdesto gpproximately $10 billion ayear by 2010. Is
24 that true?

25 A | redly cant, can't state that for the

Pollie 05-26-04
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1 record.

2 Q Haveyou seen aBusiness Week articlein

3 which Jeff Rakes made a statement like that?

4 A Yes, | have.

5 Q Andisityour understanding that, that

6 Microsoft has publicly stated that it plans to grow

7 the revenues of Microsoft Business Solutions to

8 approximately $10 billion ayear by year 2010?

9 A I'veread that article, yes.

10 Q Haveyou discussed those plans with anyone
11 within Microsoft?

12 A Yes

13 Q With whom?

14 A With my direct management, my team.

15 Q Whoisyour direct management?

16 A | work for the Genera Manager in charge of
17 enterprise sales operations.

18 Q Andwho'sthat?

19 A Phil Sorgen.

20 Q Andyou mentioned your teeam. Who's on your
21 team?

22 A | havetwo direct -- or one direct report

23 and 17 members of avirtua team that are employed
24 throughout the United States.

25 Q Who --
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1 A Andwhen ! say my team, | should clarify

2 that to say my virtual team.

3  Q Yourvirtua team. Those are peoplein

4 various geographic locations throughout the United
5 States who report up to you?

6 A They don't report directly to me. They

7 report to the local geography.

8 Q Andhow -- how are they part of your team if
9 they report to the local geography?

10 A It'savirtua team that | helped build from
11 acommunity point of view; common objectives, common
12 goas, common job responsibilities around the

13 Microsoft Business Solutions products.

14

15

16

17

18

19

20

21

22

23

24

25
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13

14 Q Within the enterprise group, do you focus on
15 the GSM clients -- thisis you persondly -- or the

16 CAS, the corporate accounts-based clients?

17 A | don'tfocuson ether. | help our

18 partners in specific situations where they require

19 some Microsoft leadership support based on who they're
20 taking to on the opportunity. | redly don't focus

21 on either.

22 Q Soitcouldvary. If apartner comesto

23 you --

24 A Couldvary.

25 Q --withaGSM prospect that they need you
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1 your assistance with, you'll help them on that?

2 A Correct.

3 Q Andifit'sacorporate accounts-based
4 prospect, you'll help them with that, too?

5 A Correct.

6
7
8
9
10
11  Q Areyouinvolved in sdling anything other

12 than Microsoft Business Solution products to these

13 enterprise clients?

14 A No.
15 As aclarification --
16 Q Sure.

17 A --whenyousay sdling, I'min--I'd just

18 like to clarify that that means assisting -- in our

19 methodology, helping the partner sell to that account.
20

21

22

23

24

25

Pollie 05-26-04



'SOOO\ICD()'I-POJNI—‘%

I e e T e e O e <
© o N o o DM W N P

Q Andwhat's your involvement at Deloitte?

20 A | paticipated in an executive briefing with

21 their globa ClO who has a number of our Navision

22 product ingtallations in Europe for some of their very
23 smdll firmsthat are doing some back office accounting
24 work.

25

Pollie 05-26-04
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11

12 Q Do you have any understanding concerning
13 whether there's any sort of relationship between

14 Delaitte and Microsoft for implementation of Microsoft
15 Business Solution products? Any sort of aliance or
16 anything like that?

17 A Can we clarify that; for the United States?

18 Q VYes.

19 A I'mnot aware of any on Deloitte or on

20 Accenture.

21  Q How about Kapp, Gemini, Ernst & Young?
22 A We have begun working with Sogetti, which |
23 believeispart of CGEY. My understanding isthey're
24 part of CGEY.

25 Q Andhow about Bearing Point?

Pollie 05-26-04
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1 A I'm not aware of the details of that

2 relationship.

3 Q Do you have an understanding one way or the
4 other concerning whether there is arelationship

5 between Microsoft and Bearing Point concerning

6 Microsoft Business Solution products?

7 A My awarenessisthat were pursuing a more
8 aggressive relationship with Bearing Point, but |

9 don't know the details of the relationship at this

10 point.

11 Q Do you know who isin charge of managing
12 that relationship?

13 A | bdieveit'sbeing pursued by Carla

14 Heimbigner.

15 Q Andwhoisshe?

16 A Sheworksin our partner recruiting area out
17 of Redmond.

18 Q Do you have interactions with Ms.

19 Heimbigner?

20 A Onoccasion, yes.

21  Q Haveyou learned anything from her about the
22 relationship between Microsoft and Bearing Point for
23 Microsoft Business Solution products?

24 A Whileit has come up in conversation, I'm

25 not aware of the details behind the relationship.
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1 Q What haveyou learned in conversation?

2 A That shewasactively pursuing Bearing Point
3 to establish a practice around Microsoft Business

4 Solutions.

5 Q Didshesay -- did you have an understanding
6 of why?

7 A Microsoft Business Solution is dways

8 looking for partners that have very high reputations

9 in the market, that have familiarity with company

10 business needs, and are able to interpret those

11 business needs into business solutions through

12 gpplication software.

13  Q Isityour understanding that Ms. Heimbigner
14 has met with Bearing Point about this relationship?
15 A Yes

16

17

18

19

20

21

22

23

24

25
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1
2
3

4 Q Andonaday-to-day basis, can you describe,
5 if you can generdize, you know, how often you are
6 actualy meseting with clients or potentia clients?

7 A Onaverage, | probably talk to two to three
8 clients per week either via phone, conference cal, or
9 face-to-face with aclient. Probably meet with two to
10 three partners per week to help them review their
11 pipeline and their strategy around particular sales

12 effortsin the CAS space, and the rest education,

13 training.

14 Q And the -- your virtual team, are they -- do
15 they report up to you in some fashion?

16 A Inadotted-line basis, correct.

17  Q Anddo you receive reports from them about
18 whether they've met with potential clients?

19 A Yes

20 Q Andisityour understanding -- let me back
21 up for asecond. Thisvirtua team, are they

22 organized in any sort of vertical fashion or

23 geographical fashion? Why don't you tell me how
24 they're organized.

25 A Geographic fashion.
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1 Q Geographic. And are there various regions

2 throughout the country?

3 A Microsoft is organized by district, and

4 there are representatives in mogt, if not all,

5 districts that focus on MBS as a solution speciaty

6 area

7 Q Andwhen you tak about MBS as a solution
8 specidty area, what do you mean?

9 A Therolethat the Microsoft Business

10 Solution people play are what's called solution sales
11 speciaists. Within each digtrict, there are solution

12 sdles specidists that focus on Office, Windows, SQL
13 Server, and Microsoft Business Solutions has its own
14 solution specialists where an account manager will get
15 involved in an account and has ultimate ownership. A
16 solution specidist will help out with specific

17 opportunities around certain product lines.

18 Q Andisthere any sort of vertical focus of

19 the -- to the Microsoft sales force?

20 A No--excuseme. Let meclarify that.

21 Microsoft Business Solutions sales force?

22 Q VYes.

23 A Thereisnot.

24

25

Pollie 05-26-04
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12 Q Sure I'mtrying to figure out if -- well,

13 let's back up for one second. It's your understanding
14 that there are, there are salespeople who focus on
15 sdling what you cdl classc Microsoft products,

16 Windows, SQL Server, things like that. There are
17 salespeople who focus on particular industry

18 verticals?

19 A (Nodshead.)

20 Q Isthat correct?

21 A That'scorrect.

22 Q Andwhat I'm trying to figure out is, do you
23 have an understanding one way or the other concerning
24 whether those salespeople also participate in efforts

25 to sdl Microsoft Business Solutions products?
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1 A If theré'san opportunity identified by the

2 Microsoft classic vertical sales representative, they
3 have the opportunity to call in the geographic sales

4 specidist for Microsoft Business Solution where that
5 account resides for assistance if they need help,

6 providing a Microsoft Business Solutions partner, or
7 helping them evaluate whether there's an opportunity
8 where Microsoft Business Solution has the opportunity
9 tofit.

10 Q Arethese, these people who are, who are --
11 who focus on a particular industry vertical, are they
12 trained in any way concerning the Microsoft Business
13 Solutions product offerings?

14 A Atavey highlevd, a 101-type of context
15 regarding Microsoft Business Solutions.

16

17

18

19

20

21

22 Q How many people are there who focus on
23 assigting partnersin selling Microsoft Business

24 Solution software products?

25 A Inthe enterprise sector?
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Yes.

Seventeen.
And how many in the SMS& P sector?

1
2
3
4 Don't know the exact head count.
5

O r» O » O

Can you give me an estimate?

6 A Theonly estimate | haveislast year, or

7 the year before the reorganization, there were

8 approximately 190 people that focused on assisting
9 partnersin selling Microsoft Business Solutionsin
10 the organization that | was responsible for.

11 Q Thiswaspriortothe duly --

12 A Prior tothe Jduly.

13 Q --reorganization?

14 A Yes

15 Q And these 17 people report up to you?
16 A Dotted line.

17 Q Andwhat about enterprise salespeople who
18 focus on the classic Microsoft products, are they

19 trained in the Microsoft Business Solutions products
20 inany way?

21 A Some better than others that have taken the
22 initiative. Mogt are at alevel of a 101-type of

23 Microsoft Business Solution level.

24 Q Whenyou say al01l-type of level, what do

25 you mean?
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1 A Coreintroduction to the products, where

2 they were acquired from, how they fit from a strategic
3 point of view, high level strategy documents, high

4 level functionality documents.

5 Q Andhaveyou ever received an inquiry from
6 any of the classic enterprise Microsoft sales force

7 concerning a potentia opportunity and they've asked
8 you to come in as more of a specidist in the

9 Microsoft Business Solutions products?

10 A Yes, I'vereceived requests like that.

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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12

13

14 Q Now have you heard the term mid market?
15 A Yes

16 Q What'syour understanding of the meaning of

17 that term?

18 A Itvariesfrom, from everyone you talk to.

19 Thereis-- my understanding of mid market is there's

20 alarge group of the center of the pyramid that makes
21 up most of the corporations in Americathat everyone

22 isgoing about discussing in terms of the underserved

23 requirements and the ability for those companies to

24 grow and start to now take upon themselves some of the

25 benefits that only the larger corporations were able
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1 to take on with some of these advanced techniques and

2 functionality that were provided only by the large
3 corporationsin the past.
4

© 00 ~N o O

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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1

2 Q Do you consider the corporate accounts space
3 to be mid market space at all?

4 A Dol persondly?

5 Q Yes

6 A The corporate account space has many of the
7 characterigtics that are prevalent in many of the mid

8 market accounts, yes.

9 Q Andwereyou working with any mid market
10 customers prior to July of last year?

11 A Yes

12 Q And based upon that experience, do you have
13 asense concerning whether mid market customers are
14 attempting to obtain the kinds of functionality that

15 you say only used to be available to the very largest
16 companies?

17 A |,1 say -- | said there are some

18 functionality that the mid market companies are very
19 interested in adopting that were only available to

20 large companies before, and the answer to that is yes.
21  Q Andwhat kind of functiondlity is that?
22 A Connections through the Internet to be able,
23 be adle to bid and reply to bids from very large
24 contract and suppliers, the ability to communicate
25 dectronicaly with your suppliers, the ability
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1 through EDI or other techniques, the ability to do

2 dectronic banking and fund management -- funds of
3 management for being able to ded on amore

4 international basis. Those kinds of things are good

5 examples of functions that were only available for

6 large corporations that smaller companies now can take
7 advantage of.

8 Q And how about integrating the supply chain

9 with the financial aspects of the company, is that

10 something that the mid market companies are more and
11 more interested in?

12 A |think so, yes. | think that most of those

13 companies are single location, single organization,

14 and see some efficienciesin, in a software package
15 that dlows for visibility across the entire chain of

16 order to cash.

17 Q And asthe world economy becomes more
18 global, are companiesin the mid market increasingly
19 interested in multilanguage, multicurrency

20 capabilitiesin their software?

21 A | --Ildon'tknow if I'mqualified to answer
22 that. 1t would be my opinion that they would be, yes.
23 Q Haveyou seen that in your experience at

24 Microsoft Business Solutions?

25 A | think thereisagreater -- what |'ve seen

Pollie 05-26-04
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1 in my experience in Microsoft Business Solution isa

2 greater awareness from the mid marketplace that there
3 isagloba economy out there that has potentia for

4 their products and services, yes.

5 Q Andinyour experience, are there mid market
6 clients of Microsoft Business Solutions interested in

7 software that provides multilanguage, multicurrency

8 capabilities?

9 A More of the multicurrency Situation, the

10 ability to transact with companies located in other

11 parts of the world, but rarely did we see

12 opportunities that necessitated a multilanguage-type

i

w

of functiondity.

14 Q How about for instance Chandl, is that a mid
15 market company in your view?

16 A No, I think, I think it is classified asa

17 corporate account, a CAS-based account, and | think it
18 has the name recognition and the brand recognition

19 that entitlesit to certain specid treatmentsin

20 terms of customer sat. and some other things.

21  Q It'sthe perfume and the high-end clothing

22 manufacturer, that's the company we're talking about?
23 A Correct.

24 Q \Werethey interested in the multilanguage,

25 multicurrency capabilities of Axapta?
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1 A Yes

2 Q Isthat one of the reasons you understood
3 they purchased Axapta?

4 A Yes.

5 Q And Microsoft is sdling Axapta globally,

6 correct?

7 A Yes.

8 Q How about Bound Globa, they've implemented
9 Axapta here in the New Y ork/New Jersey area of the
10 United States, correct?

11 A Uh-huh.

12 Q Butit'smy understanding from your

13 testimony that that implementation of Axaptais

14 supporting five, six, seven other countries; is that
15 correct?

16 A That'scorrect.

17 Q Waerethey interested to your knowledge in
18 the multilanguage/multicurrency capabilities of

19 Axapta?

20 A Yes

21

22

23

24

25
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1
2
3
4
5

Q Was Microsoft Business Solutions successful
6 in sdling through partners a product to Indianapolis
7 Motor Speedway?

8 A Yes
9 Q Which product?

10 A Great Plains.

11  Q Andwhat about sportsteams? Philadelphia

12 Eagles, was the Microsoft successful in selling a

13 product to them through partners?

14 A Yes

15 Q Which product?

16 A I'mnotsure

17 Q Any other sports teams that you're aware of

18 in which, which have bought Microsoft Business

19 Solution software products?

20 A Most of the NFL teams today use Microsoft

21 Busness Solutions, Great Plains, Solomon, Division.

22

23

24

25
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Q What other -- are there any other high-
profile, larger opportunities that Mr. Mame was
responsible for other than the sports teams and the

Indianapolis Motor Speedway?
A Histeam was responsible for Esselte, his

© 00 N oo o B~ w N P

=
o

team was responsible for the initial conversations at

[EEY
=

Ingersoll-Rand, his team was responsible for the

12 Divison work we did at a divison of Bound, Bound
13 Globd, asmall divison of Bound, his team was

14 responsgble for engagements at the Phoenix Suns, some
15 of the other organizations out there.

16

17

18

19

20

21

22

23

24

25
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Q Mr. Pallie, weve had marked as Exhibit 1449

[EEY
\l

a, | think afar more legible copy of the document

=
(o}

bearing Bates Nos. 4144 through 4153. The power

=
©

points are now normal sized. Do you see that?

8

A Yes.

N
=

Q Exhibit 1449, is that a document you
22 received on or about April 22, 2003?

23 A Yes

24 Q Andyou received it from Mr. Mame?
25 A Yes
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Q What was the discussion within Microsoft
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1 Business Solutions concerning corporate sales

2 acceleration in or about April 2003?

3 A Wewerediscussing the addition of head

4 count that might result in increased amounts of

5 revenue and positioning our products in the

6 divisona/departmental solutionsin the enterprise

7 market.

8 Q Whenyoure taking about postioning the

9 productsin the divisond -- divisona solutionsin

10 the enterprise market, what do you mean?

11 A Thefocusof our initiativesin the

12 enterprise market are targeted at very targeted spoke
13 type opportunities within amajor corporation, much
14 like the situation at Bound or Chanel or others we've
15 been discussing. We are not serving as the core

16 enterprise system, but much of aremote location or a
17 departmental or adivisiona solution where the needs
18 are very much akin to avery small mid market account
19 asan example.

20  Q Now, | understand that you've been involved
21 with a company called ? REDACTED
22 A Yes

23 Q That'saneight or $9 hillion advertising

24 holding company?

25 A Yes
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1 Q AndI understand you've had discussions

2 concerning an Axapta implementation at one of their

3 subsidiariescaled ?

4 A Yes.

5 Q Andwasthediscussion concerning  that

6 Axapta would be the business application software that
7 wouldberuna ?

8 A No

9 Q What wasit?

10 A Wearepresenting asolution in the

11 Microsoft Business Solutions offering by the name of
12 Solomon. Solomon is a product that's designed to

13 account for professional service needs. Many

14 organizationsin the construction professional service
15 time and materiad billing environment use our Solomon
16 product.

17 Q Was-- have there been any discussions with
18 concerning the use of Axapta?

19 A Inthe past there have been some evaluations
20 of al the Microsoft Business Solution products,

21 including Axapta and including the Great Plains

22 product as well.

23  Q Iseither Axaptaor Great Plains, has either
24 one of those been implemented at any company?

25 A has implemented Great Plains at a

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED
REDACTED
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1 few of their locations.

2 Q Do you know which ones?

3 A Thecorporate headquartersis using Great
4 Pains and one of their smdl divisons called DOS is
5 dso in the midst of implementing Great Plains as

6 wal.

7 Q What'sthe corporate headquarters of REDACTED
8 using Great Plains for?

9 A Ten,fifteen users, just integrating core

10 financidsjust a ahigh level. Asyou mentioned,
11 they're aholding company so they have very limited
12 production or any other kind of capabilities. So

13 they're using it as afinancia reporting system at
14 the corporate level to consolidate some data.

15

16

17

18

19

20

21

22

23

24

25 Q SoGreat Plainsis the corporate accounting
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1 softwarethat's in use at corporate REDACTED

2 headquarters?

3 A lItsinusea corporate REDACTED
4 headquarters. I'm not aware of any others.

5 Q Andwhereis corporate headquarters? REDACTED
6 A InNew York.

7 Q New York. Have you met with the Chief

8 Financia Officer of ? REDACTED
9 A Yes

10 Q Haveyou discussed the Great Plains product

11 with him?

12 A Yes.

13  Q Ishehappy withit?

14 A Yes

15 Just from a clarification point of view,

16 again, it's very smdl Great Plains implementation of

17 15, 20 usersthat is being supported through a

18 partner, and the partner has implemented that system

19 for anumber of yearsin avery contained environment.

20 Q Andwho'sthe partner?

21 A A company by the name of Altara.

22 Q AndAltara-- what is Altara?

23 A It'saMicrosoft Business Solutions partner

24 based out of New Jersey, one of our leading partners

25 that isin charge of reselling the Microsoft Business
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1 Solution products and implementing those products to

2 customers all around the northeast. She has also

3 officesin Denver and afew other places as well.

4 Q Andwhen'sthelast timeyou had a

5 discussion with the Chief Financia Officer of REDACTED
6 concerning Great Plains software product?

7 A Within the past two months.

8 Q Andwhat wasyour discussion about?

9 A Thediscussion was about Microsoft Business

10 Solutions playing a greater rolein interms REDACTED
11 of astandard way for to roll out accounting, REDACTED
12 core accounting software. And the way that they're

13 organized, they have 1400 independent agencies.

14 They're very small agencies with one to two to three

15 users. isvery interested in using the REDACTED
16 product, or evaluating the use of the product in those

17 agency and company roles where Microsoft Business

18 Solution could become the standard for across REDACTED
19 the corporation.

20 Q And that would be across al of REDACTED
21 subsidiaries?

22 A Potentidly.

23  Q Hasany decision been made to your

24 knowledge?

25 A No decison, no fina decision has been
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1 made, no.

2 Q But there have been discussions with the CFO

3 of about having a Microsoft Business Solution REDACTED
4 software product as the standard across al the
5 companies? REDACTED
6 A Yes
7 Q Andwhat's your understanding of the size of
8 ,intermsof revenue or employees? REDACTED
9 A My internd briefing is much more
10 surrounding the total number of users that would be
11 involved in implementing a successful Site at REDACTED
12 which currently targets approximately two to 300 total
13 users of our product, our Solomon product for core
14 financid accounting systems as a spoke in the REDACTED
15 whedl.
16
17
18
19
20
21
22
23
24
25
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24 Q Now you taked about the use of Great Plains
25 inadistributed fashion. What do you mean by that?

Pollie 05-26-04



00075
1 A Theway we have consistently positioned

2 Microsoft Business Solutions in the market isas a, a

3 business solution for independent business units of

4 maor corporations, very small divisions or one-off

5 business units that have a requirement for an

6 accounting back office application.

7 Q Andcanyou explainwhat -- I'm not sure |

8 understood your answer. When you're talking about a
9 didtribute implementation, are you talking about

10 various spoke implementations throughout a larger

11 enterprise?

12 A Many organizations today have a variety of
13 small business units that have a variety of systemsin
14 place. It's not uncommon to talk to alarge

15 corporation where they have 14 or 15 different general
16 ledgersimplemented along with their core ERP system
17 which is provided by an Oracle, an SAP or a

18 PeopleSoft. In many cases our target in talking to

19 that account is finding away for Microsoft Business
20 Solutions to be positioned as a solution for those

21 independent divisions or locations to provide back

22 office accounting functionality.

23

24

25
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Q Going back to Exhibit 1449, Mr. Pollie,

5 there's some bullet points under the power point. Do
6 you seethat?

7 A Which page are you on?

8 Q Excuse me, 4146.

9 A Yes

10 Q Same page we were on earlier.

11 The firgt bullet point says position MBS

12 solutionsin GSM accounts when these solutions meet
13 customer's needs. Do you see that?

14 A Uh-huh.

15 Q Do you have an understanding of what that
16 means, Sir?

17 A My understanding isthat when alarge

18 corporation islooking for a mid market solution to
19 service some of their remote locations and small

20 divison subsidiary location needs, that we would

21 entertain the discussion with those GSM accountsin
22 order to provide our product demonstrations through
23 partnersto have them evauate it.

24

25
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24  Q Didthe Microsoft U.S. corporate accounts

25 space and GSM account managers have a quota for
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1 Microsoft Business Solution products in fisca year

2 '04?

3 A No.

4 Q Dothey currently?

5 A They wereassigned aquotaat aMSU.S. CAS
6 level, which was based on ateam base quota for the

7 entire geography for CAS. No GSM quota was assigned.
8 Q What wasthe CAS quotaif you recall?

9 A It--itdiffered based on various

10 geographies and the amount of corporate accounts that
11 were present in, and as well as the existing accounts
12 that were generating some maintenance revenues and
13 some other factors.

14 Q What is asales quota?

15 A It'sanobjective by which a sdlespersonis

16 measured by.

17 Q |Isitfairto say that the Microsoft U.S.

18 CAS salespeople needed to sell a certain amount of

19 Microsoft Business Solution products in order to meet
20 their quota?

21 A TheMicrosoft CAS salespeople worked closdly
22 with the SSP and the partners within the district that

23 they identified to generate opportunities and revenues
24 in MBS within the geographic district. It wasa

25 team-based quota such that the total district was
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1 responsible for generating a specific team-based

2 number, of which the entire team participated in

3 evangelizing MBS to customers and to partners and to
4 just in general seminar participations and such thal

5 Microsoft Business Solutions had these divisiond-type

6 of spoke solutions for companies that were evaluating

7 that kind of opportunity.

8 Q Soisitfair to say that each of the 17

9 geographies had a quota for Microsoft Business

10 Solution software products?

11 A Yes

12 Q Andthe quotawould vary depending upon how
13 many CAS accounts were within the particular region?
14 A Correct.

15 Q And the saespeople were measured by the

16 sdes of Microsoft Business Solution products to the

17 CAS accounts within the region?

18 A CAS accounts and where appropriate, we would
19 provide coverage to certain industry accounts and GSM
20 accounts. As shareholders of the company, we wanted
21 to make sure those accounts, if there was afit that

22 arose, that we were servicing those accounts from a
23 satisfaction point of view. But the quotas, the

24 focus, the marketing was all derived and dedicated at

25 the CAS space accounts.
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1
2
3
4
5

6

Q Sure. I'mtrying to figure out, | believe

7 you said that if there was an appropriate fit within

8 the GSM, within the GSM space, if some vertica

9 gpecialist brought some sort of GSM opportunity that

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

people believed was appropriate, that that would be
pursued by the CAS salespeople?

A No. Let meclarify that. If asan example
Deloitte and Touche came in and said, we have a number
of Navision locations. We want to talk to Microsoft
about setting up an executive briefing. The Microsoft
Business Solution representative in the geography
where Deloitte and Touche resides would assist the
Microsoft GSM rep in setting up the appropriate
resources and presentations and partners that could
assigt Deloitte in finding out the information they

were looking for.
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10 Q And Axapta, what's the target market of

11 Axapta?

12 A Axapta as| mentioned earlier, is a product
13 that istargeted at manufacturing-based companies,
14 companies with manufacturing functionality, and some
15 of the international location from a spoke perspective
16 where a company needs international divisions or

17 locations that could be fulfilled by Axapta.

18 Q IsAxaptatargeted at companies with up to a
19 billion dollars a year in annud revenue?

20 A That'spossible, depending on the complexity
21 of the organization or the number of users or

22 employess, or it redly depends on the complexity.

23  Q Isittargeted at corporate accounts-based

24 customers?

25 A If,if the requirements and the partners
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1 believe Axapta would be a strong fit, yes.

2 Q And you mentioned earlier a company called
3 Esselte?

4 A Yes.

5 Q Areyou familiar with that company?

6 A Yesalittlehit.

7 Q AndAxaptaisbeing implemented in that

8 company, right?

9 A Yes

10 Q Andwhen did that implementation start?
11 A Thelicensing of the Axapta product to

12 Essdltetook placein June of 2003.

13 Q AndisAxaptacurrently been implemented at
14 Esselte?

15 A Tomy knowledgeitis, yes.

16 Q Andisitbeing implemented across the

17 world?

18 A To my knowledge there are international
19 locations. | don't know about around the world.

20 Q What internationa locations are you

21 familiar with at Esselte?

22 A I'mnot particularly privy to any particular
23 ones.

24 Q IsAxaptabeing implemented in the United
25 States for Esselte?
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1 A | don't recall.

2 Q Do you know -- do you know how many

3 employees Esselte has?

4 A | know that Essdteislooking at rolling

5 out approximately 15 different locations, or we

6 licensed the product to accommodate for up to 15

7 locations of use of the Axapta product which could

8 accommodate as many 3,000 users. It aso -- you know,
9 dl acrossthose 15 locations. It'sredly up to

10 Essdte how they're deploying it. 1'm not privy to

11 how -- what the latest statusiis.

12 Q Can Axapta support up to over 3,000 users?
13 A Upto15locations| believe that theresa

14 good possibility that it can support those users.

15 Q Yousoldit Essete based on the fact that

16 it could support that many users over that many

17 locations, correct?

18 A Correct.

19 Q And--

20 A Butthisisadtuation where Essdlteis

21 going to be, just as clarification point, we are not

22 looking at one 3,000-user system. We're looking a 15
23 systems with maybe 200 users at a maximum stretched
24 out over those 15 locations.

25
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Q Andit'syour understanding Axaptais being
20 implemented at 15 different locations across Esselte?
21 A It'smy understanding that the license

22 accommodated for Esselte to have the opportunity to
23 implement Axaptato up to 15 locations for 3,000

24 users.

25 Q Andhow many --
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1 A Butl don't know how they're going to

2 actualy deploy the product, or if they are currently
3 implementing al 15, or one & atime. I'm not privy
4 to that information.

5

© 00 N O

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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5 Q Doyouhavearecollection or an

6 understanding of the amount of consulting revenue that

7 Microsoft expects to receive or has received from

8 Essdlte?

9 A Intheinitia review, we were looking at

10 somewhere in excess of $ in consulting REDACTED
11 revenue associated with billable services to Esselte,

12 but | have no information on what is actudly billed

13 to the client or what is the current, current status

14 of that.
15 Q Butthe projections were for more than $ REDACTED
16 in consulting revenue? REDACTED

17 A Associated with the project, that's correct.

18 Q Do you know whether Microsoft gave Esselte
19 any discount off any the list price for the Axapta

20 product?

21 A | believethat based on the commitments of

22 our larger clients, there are discount processes that

23 were set up to accommodate Esselte, which | believe
24 they did qudify for, yes.

25

Pollie 05-26-04



B@m\lmcﬂhwwl—\%
N

11

12

13

14

15

16

17

18 Q I'dlikeyou to take alook at what's
19 previoudy been marked as Exhibit 1420.
20 A (Reviewing.)

21 I'm familiar with this.

22 Q You've seen Exhibit 1420 before?
23 A Yes

24 Q WhatisExhibit 1420, sir?

25 A ThisExhibit originaly started out as a, as
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1 apartner request from -- for apressrelease. The

2 partner was asking us to provide just the approval to
3 dlow them to tout what, at the time and till is, the

4 largest single Microsoft Business Solution sales

5 opportunity, and then we took this and posted it

6 actualy on our web.

7 Q SoExhibit 1420 is posted on the Microsoft

8 web site?

9 A From what | can see here, it isthe

10 Microsoft Business Solutions web site that's listed
11 here.

12 Q And Exhibit 1420 concerns the sde of

13 Microsoft Business Solutions Axapta to Esselte?

14 A Yes

15 Q Anditstitled Billion Dollar Manufacturer
16 To Deploy Microsoft Business Solution System Across
17 Four Continents. Do you see that?

18 A Yes

19 Q Anditrefersto support -- Microsoft Axapta
20 supporting 3,000 concurrent users in their daily work.
21 Do you seethat?

2 A Yes | seethat.

23  Q Isityour understanding that Microsoft

24 Axaptawill support 3,000 concurrent users in their
25 daily work at Essdlte?
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1 A Itwill not support 3,000 concurrent users

2 on asingle implementation or system. The

3 clarification on the 3,000 concurrent users as we

4 discussed isthat we licensed the product to run 3,000
5 usersover 15 ingtalation -- over 15 implementation

6 siteswith the idea that we would not exceed two to
7 300 users at any particular one instance.

8 Q Anddoyou have an understanding concerning
9 whether the statement that Esselte's a billion-dollar
10 manufacturer is accurate?

11 A | believethat's accurate.

12

13

14

15

16

17

18 Q Andyou are, you are quoted in Exhibit 1420,
19 correct?

20 A My name appears here as, under this quote,
21 that's correct. But | -- a partner wrote this on my
22 behalf. Wereviewed it, sent it to our internal

23 public relations folks for draft. | did change the --
24 | wrote the first sentence which states, we're excited

25 to work with our partners to deliver a comprehensive
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1 solution that truly meets the needs of Esselte's

2 business. The second part of that question was not

3 something | wrote, but wound up sending through the

4 process for gpproval and it was published.

5 Q Soyoureviewed what the partner provided to

6 you?

7 A That'scorrect.

8 Q Andyou agreed with it and approved it?

9 A |dontagreewithitinthe way it's worded

10 here. | did passit on for gpproval, but | think this

11 isan example of perhaps alittle overzealous reaction
12 to the Essdlte sdle. And aso, when the deal took

13 place in June and when this was published, the

14 organization had changed dramatically and people were
15 in completely different roles in September of 2003.

16 So that this one sort of got through the process

1

\l

without maybe going through some of the review it
18 should have gone through. But there was a changein

1

©

our public relations department, there was a change in
20 my job, there was a change in the partner, you know,
21 sort of publishing this release for -- and then our

22 udng it interndly.

23 Q Butyoureviewed it and --

24 A | dorecdl reviewing this statement and

25 passing it on to public relations for their drafting.
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1

Q And the statement you're referring to is

2 thisisagreat example of how Microsoft Axapta can

3 scale to meet even the most complex requirements of

4

13
14
15
16
17
18
19
20
21
22
23
24
25

billion-dollar manufacturing businesses operating in
multiple countries around the world?

A | don't believe that isa -- that could be
interpreted as a mideading example of --

Q Have you asked that the Microsoft web site
be corrected to -- so that this, this customer example
is changed?

A No, I've not.

Are there any plansto change it?
Yes.
When isit going to be changed?

Assoon as| can.

o >» O » O

What's it going to say?

A | think thisis agreat example of how
Microsoft Axapta can meet complex requirements. |
mean this, this particular sentence gives the
impression that Microsoft Business Solutionsiis, is
meeting a very complex sort of large billion-dollar
manufacturing corporation, when in effect what we're
actualy doing is licensing of a product to be used in
15 remote locations --

Q Butthat's--
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1 A --200users, and using very vauable

2 partnersto deliver on some of this complex

3 functiondity.

4 Q Sothefunctionality iscomplex in Axapta,

5 right?

6 A Thecomplex -- the functionality that's

7 being delivered to, to the Esselte account could not

8 be delivered solely through Axapta.

9 Q Becausepartners are adding value from --
10 A Partners are adding specific products to the
11 customer, as well as third-party partners have -- it's
12 referenced here that Microsoft Axapta functionality
13 with lean manufacturing module offered by eBECS.
14 EBECS isathird party ISV product that the company is
15 going to use for amajority of their manufacturing. A
16 mgority of their manufacturing in Esselte will not

17 even be done through Axapta, nor could it be done
18 through Axapta. But --

19 Q Sotherewasagap, and the partners are

20 filling the gap, right?

21 A Thereisagap, and the customer has decided
22 to dlow a-- to evaluate and allow athird-party

23 product to do manufacturing functionality that is not
24 currently present or planned to be present in the

25 Axapta product.
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1 Q AndtheDeoittes and the Bearing Points of

2 the would do gap analyses concerning SAP products,
3 right?

4 A | would assume so, sure.

5 Q Andthey have to figure out waysto get from
6 75 or 80 percent fulfilling the client's functiond

7 needsto as much as the client wants, right?

8 A If they're contracted to do that. Butin

9 this particular case, we have a client that's in the,

10 in the marketplace. Most customers would -- are
11 looking for -- very complex customers would not settle
12 for an Axapta product that didn't have al of the

13 functiondity ddivered inits entirety. In this

14 particular case, because we'rerolling it out over 15
15 or 20 locations at avery smal user level, the client
16 were willing and familiar to use a third-party product
17 to conduct a mgority of its manufacturing

18 functionality.

19 Q SoEssdtedecided that because of its

20 business structure, it could meet its needs through

21 Axapta, right?

22 A Essdte determined that while Axapta -- that
23 Axaptawould be afit for the divisond locations for
24 the planned -- or the potentia 15 rollout sites only

25 if it could supplement that product through a third-
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1 party decision that it determined it could make based

2 onits organizational structure.

3
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13
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18
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22
23
24
25
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5 Q |Ifl cangetyou to turn back for amoment

6 to what's been marked as Exhibit 1449, and still on

7 Page 4151, the page we were looking at before lunch.

8 And the portion of that page which is the box entitled
9 MBS Posgtioning.

100 A Yes

11 Q Wetdked about corporate, we spent alittle
12 bit of time talking about the corporation portion of

13 that graph. And aboveis mgor, and above that is
14 global and strategic. Do you see that?

15 A Yes

16 Q And then the bubble to the right of that

17 says Microsoft value delivered by hub and spoke

18 integrated and distributed solutions. Do you see

19 that?

20 A Yes

21 Q Do you have an understanding of what an
22 integrated solution that Microsoft Business Solutions
23 might provide to the global, strategic, major space
24 might be?

25 A | don't have specific definitions involved
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1 with what an integrated solution is.

2 Q How about adistributed solution?

3 A Don't know what Mr. Malme was driving here
4 aswdll.

5 Q Isadigtributed solution a Situation like

6 Essdtein which Essdteisimplementing, or the

7 client isimplementing various versions of Axapta

8 around the world?

9 A It'smy understanding Essdlteis

10 implementing various implementations of Axaptain

11 individua locations around the world.

12 Q Okay. Andisthat adistributed solution?

13 A | dont know if it qualifies for what you

14 describe as distributed.

15 Q Do you have an understanding based upon your
16 yearsat SAP and at Microsoft concerning what a

17 digtributed solution business application solution is?

18 A My understanding of acentralized versus a
19 distributed environment allow a customer to look at a
20 centra location where all processing is achieved for
21 thetotal corporation versus one in which they may

22 ingall one or multiple different vendor solutions at

23 other locations around the world; the second one being
24 distributing the systems to other locations.

25 Q Andbased on your experience, do some
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1 corporations choose a distributed model as opposed to

2 acentraized modd?

3 A Some corporations are organized in afashion
4 that would accommodate a distributed solution,

5 dthough I've never met a client that organizes its

6 company or its software -- or organizes its company
7 around a software or a business solution.

8 Q Butthey -- the company may besetupina
9 way that that can be addressed by a distributed

10 solution?

11 A | think the company is set up prior to any,

12 any solution being --

13 Q Sure.

14 A --being brought to, to evaluate.

15 Q Absolutely. Absolutely. What I'm trying to
16 figure out is, the company -- you're talking about

17 companies which are organized in a certain way, and
18 those kind of companies, | think you your testimony
19 is, that adistributed solution might be appropriate

20 for those companies?

21 A A company which is organized in such away
22 where they have small and medium size divisions,
23 organizations, independent business units that they
24 own and operate or are a controlling interest of in

25 many cases can use our products in that environment.
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1

2

3 A

4 Q What about ahub and spoke solution, what is
5 that?

6 A A huband spoke solution is redly the, the

7 focus that we've been describing where Microsoft

8 Business Solutions is positioned in dl of these

9 sectors, corporate, mgor, strategic, globa, as being
10 a spokein an operation that traditionally would

11 communicate with alarge Tier 1-type of solution at a
12 main headquarters or mgjor manufacturing facility

13 where it's either not cost-effective or in certain

14 gtuations, not technicaly feasible to implement a

15 large complex solution in an organization which would
16 be overkill in avery smdl divison or department.

17 So inlooking at these spokes, traditionaly

18 they're being maintained today by many different

19 generd ledgers and financia accounting system, many
20 of those vendors being out of business for many years,
21 off support, and Microsoft Business Solution is really
22 looking to, to offer a standard operating solution for
23 those small spokes that are out surrounding the major
24 hub location for that company.

25 Q Andin the corporate account space, can

Pollie 05-26-04

74



00105
1 Microsoft Business Solutions Axapta, for instance,

2 serve as the hub ERP product?

3 A Inthe corporate accounts space, it is--

4 depends on the complexity of the account, the number
5 of users, the size of the business, the business

6 processes that they're looking to implement.

7 Q How many --

8 A Traditiondly we don't target the hub

9 location as our business.

10 Q How many users can Axapta accommodate?
11 A | don't know the specifics on the

12 benchmarking on absolute, and it would depend again on
13 the particular business process that was being

14 implemented at the customer that would impact the

15 benchmarking of what it could and could not support.
16 Q Areyouawarethat Axapta has been

17 benchmarked at 3900 users?

18 A I'veread materias based on one particular

19 business process that was, was benchmarked, although |
20 don't believe the statistics based in what |'ve seen

21 inred-life situations for some of the customers.

22 Q Areyou aware of any Axapta users who have
23 more than, more than 1,000 concurrent users at the

24 moment?

25 A No, I'm not.
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1
2
3
4
5
6
7

Q Going back to Exhibit 1420, the piece from

8 the Microsoft web site entitled Billion Dollar

9 Manufacturer To Deploy Microsoft Business Solution
10 System Across Four Continents, and going back to your
11 quote at the bottom of the first page of Exhibit 1420.

12 A Yes.

13 Q Can Axaptascae to meet the most complex
14 requirements of billion-dollar manufacturing

15 companies?

16 A | don't believe that statement is accurate,

17 and | don't think that is neither the public, nor the

18 internal intent of our target markets or where we're

19 going after marketing for Axapta or supporting Axapta.
20 Q Waidl, | understand it may not be your target
21 market, but Axaptais -- was purchased by Esselte to
22 operate across four continents, right?

23 A Essdtelicensed the product to operatein

24 up to 15 locations for 3,000 users. It was -- the

25 complexity of large manufacturing accounts extends
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1 beyond numbers of users or business process. We are

2 not redly geared from a product functionality point

3 of view to handle tremendously complex manufacturing.
4 As| stated earlier for the record, this would not be

5 an account we could offer satisfaction to without

6 them, Essdlte, making a decision conscioudy to do

7 most of their manufacturing through the third-party

8 product eBECS. So Axaptais not scaable to meet the
9 most complex business requirements.

10 Q Butitisin conjunction with the eBECS

11 product, right?

12 A For the Essdte situation they believe that

13 it would provide the functiondlity that they're

14 willing to accept and implement to meet their

15 particular needs, which they believe are complex, the
16 partner believes are complex, but in generd, | --

17 | -- again to answer your question, the Axapta product
18 asit standsis not geared to meet complex business

19 requirements of complex manufacturing.

20 Q Thereareavariety of independent software
21 vendors who sdll products that are complimentary with
22 Axapta, right? Like the eBECS solution?

23 A Yes thereésavariety of ISVsthat work

24 with our products, with Oracle, with SAP, with

25 PeopleSoft, correct.
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1 Q And the eBECS product, that works with

2 Axapta?

3 A TheeBECS product is aniche manufacturing
4 for lean software that works in conjunction with our
5 Axapta product, yes.
6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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Q Now, can you tell me, what is Convergence?
23 A Convergenceis Microsoft Business
24 Solutions's annua user conference held for the past

25 few yearsin Orlando, Florida. It's a session by
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1 which users can exchange ideas and set up networking

2 with each other. It's an educational session where
3 executives and leaders from Microsoft and Microsoft
Business Solutions present strategy, visioning,

individua meetings with customers to thank them for

4
5
6 business and to understand their strategy as a
7 business, see where Microsoft can help.

8 Q Now, isthisaMicrosoft conference or

9 Microsoft Business Solutions conference?

10 A It'straditionaly been a Microsoft Business

11 Solution conference. This year there was more of a

12 presence of some of the Microsoft Technology, as well

13 asthe Microsoft Business Solutions. It's targeted at

14 Microsoft Business Solution clients.

15 Q Andittook placein this Marchin Orlando?

16 A March 2004 in Orlando.

17 Q Anddidyou meet any corporate account space

18 or GSM customers at Convergence?

19 A Yes

20 Q Do you recal who you -- with whom you met?

21 A I'mtrying to think.

22 | met with whichisa CAS REDACTED

23 customer; | met with Bound Global, | met with Chandl,

24 | met with -- they're not a CAS customer, but REDACTED

25 | think -- those are the ones | can recall offhand.
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Q Andyou recal meeting with

20 Corporation at Convergence in March of this year?

21 A Yes Wehad adinner meeting where | had
22 the opportunity to interact with them and a brief

23 offline conversation for five or ten minutes with the

24 gentleman that attended.

25

REDACTED
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18 Q Do you have an understanding that Miss

19 Tuddawas atempting to sl Corporation

20 Axaptafor usein Mexico, Australia and Honduras?

21 A There were, there were three separate

22 evauations going on with two separate partnersin

23 Honduras, Mexico and Australia, and the company asked
24 for usto get involved and tell us more about the

25 product offering because three of their divisions were

REDACTED
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1 reporting in that it was a very attractive product for

2 their independent business units. And those are the

3 three | believe Miss Tudela was redlly focusing on as
4 part of thisvist by the client.

5 Q Andis-- does Axapta have functiondity to

6 support operations in Mexico, Australia and Honduras?

7 A Wehave partnersin each of those areas

8 that, that are able -- that have the ability to

9 implement the Axapta product in those three locations,
10 that's correct.

11  Q Andthe-- ether the Axapta product or

12 through partners has the localizations necessary for
13 Mexico, Australia and Honduras?

14 A I'mnot postive how that's, how that's

15 attained.

16 Q MissTudelasaysthat she's hoping to widen
17 the scope worldwide. Do you see that?

18 A Yes

19 Q Andthen shesays, thisisthe objective?

20 A Yes

21  Q Do you have an understanding concerning

22 whether Miss Tudela wanted to sdll Axaptato REDACTED
23 Corporation on aworldwide basis?
24 A After the briefing document and
25 conversations with Miss Tudela, we discussed that
Pollie 05-26-04 83
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1 there are many locations that have a common separation

2 that is exhibited in Honduras, Mexico and Australia
3 that would aso be potentia opportunities for the

4 future should we be successful in these other remote
5 locations. It was her intent to prove that through

6 successful implementations of those, that we could

7 have the opportunity to be evaluated for those other
8 locations as well.

9 Q What other locations was she referring to?
10 A | don't have specific knowledge of where,
11 where and how many there are.

12 Q Locationsinsde the United States?

13 A Thereare somelocationsin the United

14 States, yes.

15 Q Andyour understanding is REDACTED
16 Corporation is headquartered in Alabama?

17 A Yes

18 Q If you turn to Page 8748 of Exhibit 1450,

19 gir.

20 Thisis a page entitled REDACTED
21 Participant Profile, correct?

22 A Yes

23  Q Andit says current scope ERP Axapta

24 opportunity for Mexico, Austraia and Honduras?
25 A Yes
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1 Q That'sconsstent from your understanding of

2 your discussions with Miss Tudela?

3 A Yes.
4 Q Andasowith Corporation? REDACTED
5 A From conversations with Corporation, REDACTED

6 that's correct, Mexico, Australia and Honduras

7 locations.

8 Q And potentid scope includes ERP Axapta

9 worldwide to include U.S. subsidiaries?

10 A Potentid scopeisan optimigtic

11 representation of what the total opportunity would be

12 on aworldwide, multilocation bas's should REDACTED
13 Corporation say, we want all of our remote locations

14 to ingtall the Axapta product line.

15 Q Andit's2000 to 2500 usersis the potential

16 scope?

17 A It appearsthat that's the estimate that's

18 currently in this document listed out over multiple --

19 five different divisons, and I'm unsure -- five

20 different lines of business, five different divisons,

21 and I'm not sure exactly how many locations that would

22 represent on aworldwide basis. There are five

23 separate business divisions that operate autonomoudly.

24 Q Indde ? REDACTED
25 A Yes
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1 Q Sothisisanother company that's organized

2 in sort of adistributed fashion?

3 A Itwouldbe , the REDACTED
4 onesthat are listed here, : REDACTED
5 being the one that's probably the REDACTED

6 most well-known.

7 Q Andaccording to Miss Tudelas summary

8 report to you on in advance of Convergence, REDACTED
9 has over a billion dollarsin annual saes? REDACTED
10 A That'swhat appears here.

11  Q And more than 15,000 employees worldwide?

12 A That'swhat appears here as well.

13 Q Anddidyou have any discussions with

14 about -- Corporation about REDACTED
15 implementing Axapta ERP on a worldwide basis?

16 A Wecertainly -- actualy had brought REDACTED
17 up to usthat they would like to find away to get

18 their other divisions up with a more standard sort of

19 solution offering potentially with Microsoft, but

20 they're aso evaluating many different other vendors

21 aswell.

22 Q What other vendors?

23 A They'relooking at, | believeit's JD.

24 Edwards, they're looking at -- other than J.D. Edwards

25 I'm not sure exactly al the different vendors they're
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1 looking &.

2 Q J.D. Edwards has been acquired by
3 PeopleSoft?

4 A That'sright.

5 Q Sothey'relooking at PeopleSoft; is that
6 fair?

7 A It'sfairto say that, yes.
8

9

10

11
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Q And do you have an understanding from your
9 conversations with where they were interested
10 in potentially implementing Axapta, Axapta in the long
11 term?

12 A Wefocused on Mexico, Australia and

13 Honduras.

14 Q Didyou have any discussions about

15 implementing it worldwide, including the U.S.

16 subsidiaries?

17 A Itwasmentioned in their system overview of
18 their organization structure that there would be other

19 remote opportunities that are running older

20 Legacy-based systems that were not supported anymore.

21  Q Whenyou say remote opportunities what do
22 you mean?

23 A Didributed divisons of one of these five

24 business units, independent operating sort of

25 remote -- more of the spoke examples we mentioned

REDACTED
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1 earlier where they have a plant or afactory ina

2 remote location that provides either strictly
3 manufacturing or gtrictly distribution or strictly
4 warehousing to service some of these particular
5 business units.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20  Q Now, the estimated value of the
21 tothe MBS ecosystemiislistedat  to$
22 Axaptaworldwide, right?

23 A That'swhat | read here, yes.

24

25

sae

REDACTED
REDACTED
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Q Didyou have any discussions with REDACTED

=
©

about deploying a hub and spoke system in which

20 everything was going to be Axapta?

21 A Atthe spoke level we have been having

22 conversations about having an Axapta spokes around a

23 centrdized hub.

24  Q Anddidyou have any discussions with

25 that -- concerning having Axapta as the REDACTED
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1 centraized hub?

2 A No, we've not.
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11
12
13
14
15
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19
20
21
22
23
24
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13 Q Soat Indiangpolis Motor Speedway they've
14 implemented Great Plains as the hub?

15 A They have one location, one operation, so --

16 there are no red spokes. So it's one implementation.

17
18
19
20
21
22
23
24 Q What didyoutdl Corporation about

25 the Axapta product when you met with them?

REDACTED
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1 A They were, they were interested in our

2 investment strategy around Axapta, where we were
3 positioning the Axapta product, how it was working in
4 the hub and spoke model, what divisions of

5 international companies had deployed Axapta

6 successfully in remote operations operating in a

7 spoke-type environment. We talked about partner
8 sdlection and how Microsoft supportsits partnersin
9 delivering those solutions, how we were working

10 closdly with their two partners that they had been
11 engaged with so far.

12

13

14

15

16

17

18

19

20

21

22 Q Do you recal what sort of functionality

23 Corporation was interested in in Axapta?
24 A Corefinancia systems operating in Mexico,

25 Austradia, and Honduras.

REDACTED
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17 Q What do you recal about the business

18 processes at the various locations?

19 A Pretty straightforward single location

20 processes, core financia functiondity added to some
21 basic inventory and storage-type requirements.

22 Q How wasthe information going to be

23 transmitted from Honduras, Australia and Mexico to
24 Alabama?

25 A | don't have specific knowledge of that.

Pollie 05-26-04



00137
1 And just as apoint of clarity, the hundred

2 usersthat were allocated for Honduras, Mexico and
3 Audtralia were split among those three locations.
4 Q So33usarsor soeach?
5 A Approximately, yes, at the most.
6 And nothing has been finadized with
7 asacorporation, so they are not a current MBS user.
8 Q They'redtill aprospective client?
9 A Correct.
10 Q And what about the 2,000 to 2500 users
11 that'sin the potential scope according to Miss
12 Tudela, how are those distributed, do you know?
13 A Don't know specifics.
14
15
16
17
18
19
20
21
22
23
24
25

REDACTED
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1
2
3
4
5
6
7
8
9
10
11 Q Do you have an understanding of why Mr.
12 Wagner wanted to brief you on the prospects that he
13 was entertaining at dinner at the Convergence
14 conference?
15 A Peerand | discussed using the Microsoft
16 Business Solution event at Convergence as away by

17
18
19
20
21
22
23
24
25

which he can introduce some of his largest clients
within the region to what Microsoft Business Solutions
is, what the products are, what the strategies are,
chance to listen to keynote executives. In many cases
we bring key clients that have never heard of
Microsoft Business Solutions to these kind of events
for information purpose so they can gather data about
who we are and what we do. In this particular case,

I've not heard, met, or seen anything further about
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1 that | can recall since the origind E-mail

2 came out.

3 Q Mr.Wagner'sE-mail saysthat isa

4 globd leading textile manufacturer with 15,000

5 employees, right?

6 A That'swhat it says yes.

7 Q Plus1,000 consecutive user Axapta

8 opportunity?

9 A | believethat stands for concurrent.

10 Q Soover 1,000 concurrent users Axapta

11 opportunitiesis what represents to Mr.

12 Wagner at least?

13 A I'mnot specificaly sure how many

14 locations, how many divisions, how many departments,
15 how many separate subsidiaries or independent business
16 units could be made up within , but heis

17 dating here from his estimating purposes that's the
18 kind of opportunity that he presents.

19 Q Andyouve never had any discussions with
20 Mr. Wagner about the ~ opportunity?

21 A It hasnot risen to my attention as an

22 account that he has asked me to participate in

23 personally.

24

25

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED
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1
2 Q How about , areyou familiar
3 with them?

4 A I've I've heard the name, and |'ve met them

5 in aprevious meeting.

6 Q And where was this previous meeting?

7 A InChicago, a a Microsoft Business Solution

8 event. It was a seminar that was held.
9 Q InJanuary of 2003?

10 A Itwasat aparticular event where Steve

11 Ballmer came into Chicago for meetings with some of

12 our key partners and key clientsin the Chicago area.

13 If that's what you're referring to --

14 Q Thais

15 A --thatisthe meeting, yes.

16 Q AndMr. Burgum was also there?

17 A Yes

18 Q Didyou meet with a that
19 meseting in Chicago?

20 A | met with them individually over coffee,
21 but did not have aforma meeting with

22 Q Did Mr. Balmer meet with them?

23 A ldontrecdl.

24 Q What did you learn about

25 software needs at the meeting in Chicago?

REDACTED

REDACTED

REDACTED

REDACTED
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1 A , for the conversations | had, REDACTED

2 was looking to find away to smplify they business,

3 to reduce the number of business processes, to look at

4 ways by which they could standardized around an

5 easer-to-use, smpler system on some of their

6 locations and divisions around the United States and

7 around the world.

8 Q Now, now, | think, an eight or REDACTED
9 $9 hillion ayear company?

10 A | think we were talking to a very -- amuch

11 smaller piece of that that specialized in some of the

12 exhausts and brakes and some of the other things |

13 think that they do in aftermarket.

14 Q Isthat ? REDACTED
15 A It saysthat here, athough | can't

16 specificaly verify that.

17 Q You'rereferring to Exhibit 14517

18 A Yes|am.

19 Q Andaccording to Exhibit 1451, REDACTED
20 isa$1 billion divison of ? REDACTED
21 A That'swhat it says here aswell.

22 Q And that's Mr. Wagner's report to you?

23 A Yes

24 Q Anddoyou know if has REDACTED

25 bought Axapta for implementation at any |ocations?
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1 A | donot have a specific recollection that

2 it has.

3 Q s an example of a spoke REDACTED
4 in ahub and spoke Stuation?

5 A is an example of adivison of REDACTED
6 alarge corporation which in itself is made up of

7 multiple, multiple business units which in turn have

8 multiple, multiple spokes on top of that, whereas we
9 get further down from the division leve to the

10 subdivision level to the spoke level present

11 opportunities for amid market solution that is easy
12 to implement and very smple for some of the remote
13 digtribution and locations that they might have in

14 their organization structure.

15

16

17

18

19

20

21

22 Q But the target market of Axaptaisupto a
23 billion dollars ayear in annua revenue, correct?

24 MS. BLIZZARD: Objection. Misstatesthe

25 testimony.
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1 A Yeah, thetarget market for Axaptais based

2 on customer requirements and fit, not necessarily on

3 dollar values. | think we find that most of the --

4 Q Go ahead.

5 A --most of the organizations can't be

6 recognized for complexity based on mere dollar values.
7 Q Why not?

8 A It-- my opinion, there could be avery,

9 very complex very smal account, or very, very large
10 dallar volume account that could be very smplein

11 nature aswell.

12 Q Tdl meabout the very smal complex

13 account.

14 A There are some accounts that we're not a

15 good fit for and that require multiple solutions

16 outside of our core product for some unique business
17 requirements that they may choose to implement within
18 their organizations.

19 Q Givemesome examples.

20 A A smdl community bank that islooking for a
21 system that does direct deposit accounting and complex
22 banking transactions or treasury transactions. Very
23 small dollar volume account that we could not service
24 because of the specific vertical function or banking

25 functions that they have that are not part of any of
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1 our products.

2 Q What software could serve them?

3 A |think there are, there are -- | can't

4 speculate to which ones that are prevalent, but there
5 arealot of software packages that speciaizein

6 banks.

7 Q What -- Name some.

8 A Idontknow any specificaly.

9 Q I'mnot sure | understand the example, then.
10 If you can't tell me what would serve them, | just
11 don't understand how you could --

12 A | know that | don't -- | know that | don't

13 servethem. I'm not necessarily looking at the

14 companies that do.

15 Q How do you know you couldn't serve them if
16 you don't know what can serve them?

17 A My products don't do the functions that they
18 require.

19 Q And what's the dollar revenue of the kind of
20 examplesyou'e thinking of?

21 A Could be $100 million regiona bank.

2 Q Sothereare$100 million regiona banks

23 that can't be served by Axapta or any Microsoft

24 Business Solution product?

25 A Correct.
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1 Q And are there $3 million companies with, as

2 you cal it, smple processes that could be served by

3 Axapta?

4 A Threemillion dollar?

5 Q Threehillion.

6 A Potentialy could be, but | can't speculate

7 that dollar values are necessarily a symbol of

8 complexity.

9 Q Whatdseisasymbol of complexity to you?
10 A The products we have are not designed to, to
11 dlow for globd vishility of inventory, or supply

12 chain, or as we discussed earlier, the ability to look
13 across an organization for factory optimization or

14 product optimization.

15 Q How about -- let'sjust focus -- you're

16 taking about supply chain and other things. Let's

17 talk about core financials. What in core financials

18 does Axapta not have in terms of complex

19 functiondity?

20 A Treasury management, hedging, companies that
21 ded in multiple Strategies regarding foreign

22 exchange, conversion rates and dealings with very
23 sophigticated treasury management functionality; cash
24 projections, investment strategies, things that large

25 corporate hubs traditionally require that are dealing
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1 with large volumes of money on adaily basis.

2
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10

11

12

13 Q Do you recal seeing any documents stating
14 that the target market for Axaptais up to $1 billion?
15 A I've heard that number mentioned in

16 conversations, in briefings and conversations in the
17 past as being one of many characteristics that are,
18 that are being listed about a target market.

19 Q What arethe other characteristics of the
20 target market for Axapta?

21 A Locations of large corporations that have
22 dmplistic business needs that are accommodated by the
23 Axapta product, manufacturing locations that are
24 single location in nature, some of the international

25 remote divisons that we've discussed in our earlier
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1 testimony as being the targets.

2 Q And does Essdte fall outside of the target

3 market of Axapta?

4 A | can't speculate on whether it does.

5 Q Do youknow whether or not it has smple or
6 complex needs for financial management software?
7 MS. BLIZZARD: Objection. Vague.

8 A Don'tknow specifically.

9 Q Whenyou tak about smplistic needs, what
10 do you mean?

11 A Companiesthat don't require the, the large
12 scale manufacturing or supply chain or international
13 treasury or specific vertical functionaity that's

14 associated with alot of the larger Tier 1 solutions
15 that, that we typically refer those clients to.

16 Q Now, the vertica functionality, Microsoft
17 partners with 1ISVswho provide vertica functionality
18 asabolt-on to its products, right.

19 A That'strue, but in astuation in dealing

20 in large corporations, alarge -- most of our partners
21 arevery, very smadl partners with very, very limited
22 product depth and scope. Most large companies that
23 I've dedt with, getting back to your question about
24 complexity, do not want to ded with multiple points

25 of failure in dedling with multiple solutions,

Pollie 05-26-04 105



00153
1 multiple partners, multiple vendors, especidly in the

2 dituations where large businesses do not want to rely
3 onvery small ISV partners as part of an overal

4 corporate solution or a hub solution. They want the
5 support and product to be delivered by one publisher
6 in most cases.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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Q Do you recal whether Mr. Ballmer met with
at the meeting in Chicago?
A Yes hedid.

3
@(I)\ICDU'I-POJNI—‘Q

Q If you look at specific outcomes that will

10 occur if the meeting is successful -- do you see that
11 heading?

12 A Yes|do

13 Q Totheright it says, No. 1,

14 will make Axaptaits ERP choice for its U.S.

15 locations. Do you see that?

16 A Yes | do

17 Q Didyou have an understanding before the
18 meeting in Chicago that one of the godls of the

19 meeting was to have make Axapta its ERP
20 choicefor its U.S. locations?

21 A | received this briefing document prior to
22 the meeting in Chicago so | recal reading the

23 document and understanding that that was the

24 conversation that we were hoping to lead

25 to.

REDACTED

REDACTED

REDACTED

REDACTED

Pollie 05-26-04

107



00157
1 Q Andyou received Exhibit 1452 in advance of

2 the meeting on January 21, 2003?

3 A Yes

4 Q Andyouread it a that time?

5 A Yes.

6 Q Andisit fair to say that Microsoft

7 Business Solutionsiis till having discussions with

8 about Axapta product -- the Axapta REDACTED
9 product?

10 A Notasformal, but yes, we are having

11 discussions with : REDACTED
12 Q Soisitfairto say that the sales puree,

13 at least with , has been an extended one, REDACTED
14 over ayear'stime?

15 A Yes Not much has changed if anything since

16 this meeting and prior to today.

17 Q Do you have an understanding concerning

18 whether has bought any Axapta products REDACTED
19 for any of itslocations?

20 A Other than what I've read here, | have no

21 specific understanding of what they have done other

22 than apilot location in Italy which is represented

23 here.

24 Q And Item 3 in specific outcomes that will

25 occur if the meeting is successful is REDACTED
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1 will implement Axaptain its worldwide locations also

2 known as One World System. Do you see that?

3 A |seethat, yes

© 00 ~N o o b

10

11

12

13

14

15

16

17

18

19

20

21

22

23 Q If I canask you to turn briefly to Page
24 3640. There's areference there to CDI Corporation.

25 Do you see that?
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1 A Ifl could havejust amoment to review.
Q Cetainly.
A (Reviewing.)
Okay.

2
3
4
5 Q Allright. Have you ever met with any
6 representatives of CDI Corporation?

7 A Yes | have

8 Q Onhow many occasions?

9 A Sixtoeight different occasions.

10 Q Waereyou involved in the sale of Microsoft

11 Business Solutions software products to CDI

12 corporation?

13 A | wasinvolved in supporting partner

14 mestings and presentations, as well as executive

15 presentations at CDI Corporation.

16 Q And based on those meetings, did you have an
17 understanding that CDI had, had attempted to implement
18 an SAP ERP system?

19 A Yes | have

20 Q And that they were unable to implement the

21 SAP ERP system?

22 A Yes

23 Q Andthat instead they decided to purchase

24 Microsoft Great Plains?

25 A That's correct.
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1 Q Anddo you have an understanding one way or

2 the other concerning CDI's annual revenues?

3 A It datesherethat it's approximately $1.4

4 hillion.

5 Q Doyouknow if that's correct?

6 A |don'tknow if specificaly that's correct.

7 Q Doyouknow approximately how many employees
8 CDI has?

9 A Not specificaly. Other than what | read

10 here.

11  Q Andin Exhibit 1452 it says 24,000?

12 A That'scorrect.

13 Again, just from a point of clarification,

14 the SAP implementation was discontinued. The Great
15 Pains product was not replacing al of the locations

16 where SAP had, had focused its implementation efforts.
17 Great Plains was implemented in asmall divison of

18 CDI. The other divisions returned to the systems

19 prior to their -- that they used prior to attempting

20 to implement SAP.

21 Q WasGreat Plainsinstalled, or implemented

22 at CDI's corporate headquarters?

23 A I'm not sure.

24 Q Do you know where CDI is headquartered?
25 A Philadephia
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1 Q Doyouknow how CDI isorganized in terms of

2 whether it has many subsidiaries or if it's a highly

3 centralized company?

4 A It'san organization with many different

5 business units focusing on different parts of the

6 saffing business; technica -- technica consulting

7 saffing, engineering, and construction staffing for

8 assstance in building cable towers and lines for

9 telecom communications companies;, Management

10 Recruiters, which is arecruiting agency, and Today's
11 Staffing, which isasimilar, we had mentioned one

12 earlier Kely Services, atypicd staffing company

13 for temporary help.

14 Q Butthisisaprofessiona services staffing

15 company for, for engineers and people like that?

16 A They'redifferent divisonsthat speciaize

17 in -- one divison would have technica consulting,

18 one would have very -- there's at least six different
19 business units that I'm aware of that are separate and
20 distinct parts of CDI Corporation.

21  Q Andwhat'syour understanding of where Great
22 Plains was implemented at CDI?

23 A Wediscussed the core financia applications
24 of CDI and how Great Plains could match with those

25 core back office financial systems.
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1 Q Andwas Great Plains installed as the core

2 back office financia software for CDI?

3 A Forasmal portion of CDI that

4 implementation was successful.

5 Q Andwasthere an attempt to install Great
6 Plains more broadly?

7 A Notthat I'm aware of.

8 Q Andit'syour understanding -- do you have
9 an understanding concerning whether CDI is using Great
10 Plains asits core financia system for the entire
11 corporation?

12 A No, | do not have specific knowledge of
13 whether they're doing that.

14

15

16

17

18

19

20

21

22

23

24

25
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1 Q Ifyouturnthe page, Page 172 of Exhibit

2 1453, 9r. Areyou familiar with the implementation
3 of Microsoft-Great Plains at Six Flags?

4 A Notindetail, not in intimate detail, no.

5 Q What'syour understanding?

6 A | have met with, with executives from Six

7 Hags that touted the implementation as being avery
8 successful use of the financia systems at, at Six

9 Hags.

10 Q Andisit your understanding that Microsoft-
11 Great Plainsis the core financia system in use at
12 Six Hags?

13 A | can't specifically state that.

14 Q Do you have an understanding concerning
15 where Microsoft-Great Plainsisin use at Six Flags?
16 A No persond specific knowledge, no.

17 Q Who a Six Flags have you met with?

18 A Oneof the controllers who attended one of
19 our Microsoft briefings in Redmond as part of a summit
20 where we had a chance to have lunch.

21  Q Waereyouinvolvedin any way inthe, in the
22 sde, in the effort to help the partners sell the

23 Microsoft-Great Plainsto Six Flags?

24 A No.

25
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14 Q Didyou have any discussions with

15 about ralling out Microsoft Business Solutions

16 products on a worldwide basis?

17 A Atanytime?

18 Q VYes.

19 A Yes | have

20 Q Andwhat hasyour discussion been, sir?
21 A Microsoft has met with regarding a
22 traditiona hub and spoke-type environment in that
23 is made up in actuality 1400 different

24 agencies, very small in nature. asa

25 corporation is a holding company for the revenue

REDACTED

REDACTED

REDACTED
REDACTED
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1 streams associated with those . They
2 believe that the Microsoft Business Solutions products
3 inthe nature of being a Tier 2-type of product line
4 would alow for them to roll these out in the various
5 divisons around, and locations around the country in
6 avery smple and easy-to-use way.

7 Q Wouldthe plan as you understand it be to

8 use Microsoft Business Solution products at all of

9 various subsidiaries and agencies?

10 A has shared with us in meetings that

11 they would like to get as much standardization across
12 their various agencies and locations as possible, but
13 they have not stated any, or are they in apostion in
14 many cases to offer amandate to all of their

15 locations to implement.

16 Q There'sareferenceto a, or acorporate

17 communication within that the only ERP

18 solutions to be considered are Microsoft Business
19 Solution ERP solutions?

20 A Yes

21  Q Areyou aware that the CFO of or
22 someone else has sent out such a communication?
23 A | wasawarethat acommunication was

24 discussed. | have no specific knowledge of that

25 communication itsdlf.

REDACTED

REDACTED
REDACTED

REDACTED

REDACTED
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1 Q Whatdidyou learn about the communication?

2 A Thatthegloba CFO was endorsing the

3 Microsoft Business Solution product as a choice of the

4 corporation at the high level as a product that should

5 be evauated by anyone considering a move to a

6 different back office financial accounting system.

7 Q Andareyou aware of discussions concerning

8 the potential use of a Microsoft Business Solution ERP

9 product at the -- at subsidiary caled ? REDACTED
10 A | amawarethat discovery and presentations

11 are planned at through our tower. REDACTED
12 Q Andwhat'syour, what's your understanding

13 of the progress of those discussions? Are they

14 preliminary or are they more advanced?

15 A | believe that will be evaluating REDACTED
16 PeopleSoft, Oracle and Microsoft Business Solution in

17 aseries of presentations that are due to occur in the

18 next 30 to 60 days.

19 Q Andit'syour understanding -- what's your

20 understanding concerning what Microsoft Business

21 Solutions software product will be evaluated by ? REDACTED
22 A My understanding from conversations with the

23 partner is that Microsoft Business Solutions will be

24 representing its Solomon product for professional

25 services.
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Q Haveyou learned anything from either of

those individuals about the number of locations over

=
©

20 which operates? REDACTED
21 A No, I've not.

22 Q Do you have any understanding?

23 A | have acore understanding that the Solomon

24 product has been asked to support somewhere between

25 three to 400 total back office financial users for
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1 as part of this evaluation process. REDACTED

2 Q And do you have an understanding concerning

3 whether the Solomon product can support between three
4 and 400 back office users?

5 A We have put the necessary MBS resourcesin

6 place to do the evauation, and plan to let them know

7 whether or not we believe that that product can reach

8 thelevels given the particular transactions that REDACTED
9 plansto process with us.

10 Q Andwhat kinds of transactionsisit do you

11 understand  wants to process? REDACTED
12 A Corefinancid transactions and a variety of

13 time entry-type of transactions, hours charged to

14 specific credtive projects and very, very ssimple sort

15 of three hours on this project, two hours on this

16 project, four hours on that project.

17

18

19

20

21

22

23

24

25
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1

2
3
4
5
6
7

8 Q Toyour understanding there's going to be no

9 discussion of, or potentia use by of MBS REDACTED

10 products on a corporate-wide basis for al 57,000

11 employees?

12 A Oh, no, no. Thediscussions are not around

13 57,000 Microsoft Business Solution users in any way,

14 shape or form. The discussions with ,evenin REDACTED
15 high-level discussions on aworldwide basis have

16 estimates ranging from 2500 to 3,000 total users over

17 approximately 350 different locations; being the REDACTED
18 largest single user of the product in a particular

19 location. And if you do some quick math of looking at

20 2500 to 3,000, subtracting two or 300, and then

21 spreading the rest over 350 locations, you get a sense

22 for the size of maybe ten users, five to ten users per

23 location based on the requirements for core

24 financids.

25 Q lIsthisan--is another example of REDACTED
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1 adistributed company that can be served by Microsoft

2 Business Solutions software products?

3 A |donttendto like the term distributed.

4 | think isan example of a highly REDACTED
5 decentraized organization that has run their business
6 with, with 1400 separate small companies, each of

7 which compete with each other in many cases for the
8 same piece of advertising business. They have set up
9 the organization in such away that they track and

10 monitor each of the progress financialy of 1400

11 agenciesthat roll up into 350 or so separate business
12 units, that roll up into Six to seven major business

13 towers that they focus on as a business entity, and

14 have avery highly decentralized approach to running
15 their business.

16 Q Haveyou heard of acompany caled Helmeric
17 & Payne?

18 A Yes | have.

19 Q Andarethey using aMicrosoft Business

20 Solution software product?

21 A Yes, they are -- they have signed to license
22 the Axapta product line.

23

24

25
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13

14 Q Andwhat isyour understanding, if you have
15 one, of how Helmeric & Payne's business?

16 A Intheopportunities I've had to meet with

17 personnel from Helmeric & Payne, we have an

18 organization that is a very remote oil rig operation
19 management task on their hands where they actualy
20 have very remote oil rigs that are set up on various
21 oceans and seas of which they are running financia
22 and project software-type of requirements.

23  Q Andwhere have you met with these people
24 from Helmeric & Payne?

25 A At Convergence, a a Customer Appreciation
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1 event in New Orleans, and most recently had the chance

2 to, to talk to one of the personnd at an initia

3 mesting of the Axapta user group meeting.

4 Q Anddoyou have an understanding from those
5 interactions where they're using Axapta?

6 A Other than what I've shared with you in

7 terms of their business being this remote ail rig

8 drilling operations, very decentralized operations, |

9 have no specific knowledge of their implementation.
10 Q Do you have any knowledge concerning whether
11 they have implemented Axapta at their corporate

12 headquartersin Texas?

13 A No, | do not.

14 Q The E-mail from Mr. Bender that's on Pages
15 9339 over to 9340 talks about the relationship between
16 Microsoft and PeopleSoft. Do you see that?

17 A Yes | do.

18 Q And are you aware of anyone at PeopleSoft
19 raising any issuesin terms of competition between

20 PeopleSoft and Microsoft?

21 A No, I've not.

22 Q You never heard that PeopleSoft was upset
23 that Microsoft had taken business away from it at

24 Helmeric & Payne?

25 A | wasnot directly informed of any, any of
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1 that from PeopleSoft at all.

2 Q And ther€'sanote, focus on anti Oracle.

3 Isthere an anti Oracle focus at Microsoft Business

4 Solutions?

5 A No, ther€'s not.

6 Q Would Microsoft Business Solutions prefer to
7 see acustomer buy Microsoft SQL Server over Oracle's
8 database?

9 A Asashareholder, | think that each employee
10 would, would prefer to have Microsoft technologies be
11 the platform of choice by its clients.

12 Q There'sareferenceto, Mr. Bender says, we
13 were very honest about the fact that MBS would move
14 upstream. You see that?

15 A Yes | do.

16 Q Haveyou heard anyone at Microsoft talk

17 about Microsoft Business Solutions moving upstream?
18 A Notin those words, no.

19 Q Haveyou heard it in other words?

20 A [I'veheard that Microsoft is providing

21 greater vishility to its corporate accounts, that

22 these products have a place, as most Tier 2 vendors
23 have aplacein larger corporations that have remote
24 or decentralized organizations, whereby many of these

25 corporations had never heard of Great Plains or
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1 Microsoft Business Solutions in the past.

2 Q You refer to Tier 2 vendors. Who are you

3 taking about?

4 A Traditionally in the market Tier 1 vendors

5 and Tier 2 vendors, Tier 2 vendors specificaly in

6 most of the analyst reports refer to Microsoft

7 Business Solutions, a J.D. Edwards, a Sage, a Mapics,
8 pPicstype of product line as being more of a Tier 2

9 solution.

10 Q AndTier1?

11 A Being moreto an SAP, Oracle, PeopleSoft,
12 Sebd.

13 12?
14 In the past, perhaps.

15 Manugistics?

> O » O

16 Probably not.
17
18
19
20
21
22
23
24

25
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Exhibit 1456 indicates that Esselte has

3,000 professiona users?

| seethat, yes.

Isthat consistent with your understanding?
Yes, itis.

And has 15 instances of the application?

| seethat as well.

Isthat consistent with your understanding?
Yes, itis.

And has total net revenue before maintenance
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1 of support to Microsoft of $ . Doyou see REDACTED

2 that?
3 A I, I don't understand what that means, and
4 nor isit anumber that I've seen in any kind of net
5 revenue numbers for Microsoft.
6 Q Do you have an understanding of the net
7 revenue to Microsoft from Esselte?
8 A Not specific.
9 Q Canyougive meabalpark?
10 A alittleovera REDACTED
11 ddllars REDACTED
12 Q Andthat'sjust license revenue you're
13 talking about?
14 A Correct.
15 Q Andthere'saso going to be support and
16 maintenance?
17 A Yes
18 Q And what's the projection for those?
19 A Dont know specifically.
20 Q Andwetaked earlier about some
21 professional consulting fees?
22 A Yes Microsoft is providing some assistance
23 to our partners there, yes.
24 Q Andwhat'sthe projected amount of

25 professiona consulting fees to Microsoft?
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1 A Wediscussed earlier on the record that we

2 were projecting in the early estimates somewhere

3 around $ over the course of the project.

4  Q Andthisnotesthat the Esselte dedl is at
an overal discount. Do you see that?

6 A Yes, | do see that.

7  Q Do you have an understanding one way or the

8 other whether that is accurate?

9 A Nounderstanding whether it's accurate.

10 Q Do you have any understanding of --

11 concerning the discount that was given to Esselte?
12 A | understand that Microsoft pricing is from,
13 from pricing, in terms of a customer that's looking
14 for a broad-reaching agreement with Microsoft, is
15 primarily priced in away that is very different than
16 the traditional marketplace prices by user.

17 Q What doyou mean by that?

18 A Most ERP companies are pricing by users,

19 where Microsoft Business Solutions has a-- an

20 instance charge which tends to draw dramatic increases

21 in price for companies that are looking to install
22 more instances over their organization versus a
23 traditional single site implementation that we
24 traditionally dedl with on aregular basis.

25

REDACTED

REDACTED
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1

2

3

4

5

6

7

8

9

10 Q Setting aside any conversations you may have
11 had with counsel for Microsoft, have you had any

12 communications with anyone else at Microsoft

13 concerning testimony given by Microsoft in the United
14 States versus Oracle case?

15 A No, I've not.

16 Asapoint of clarification, | have

17 responded to questions raised by the field in the

18 classic Microsoft organization, as well as our field

19 organization regarding a blurb in USA Today which
20 quoted Doug Burgum regarding this case.

21 Q Andwhat did that say?

22 A | don't know the specifics asit -- to

23 paraphrase it was stating that Microsoft -- his

24 position was Microsoft was not entering the enterprise

25 space and did not see that as for atwo- to
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1 three-year-type of window, | believe is what the

2 paraphrase was.

3 Q Andwhat did you tel thefield

4 organization?

5 A | told them that, that we should continue on

6 our track of approaching enterprises and CAS-based
7 accounts based on our strategy of providing spoke-

8 basad solutions, to continue to evangelize the message
9 of Microsoft Business Solution having arole asa Tier
10 2 provider in most large corporations around the world
11 that have decentralized underserved locations, and

12 that that was really al we were at liberty to comment
13 onregarding the case. So it was business as usual,
14 basicaly.

15

16

17

18

19

20

21 Q Going back to Exhibit 1457, gr, this

22 appears to be a discussion about proposed marketing
23 messages because of concerns that Mr. Hemler has
24 had -- received from prospects with respect to

25 Microsoft's testimony that, quote, we aren't, we
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1 aren't going after large enterprises. Do you see

2 that?

3 A Yes, | seethat.

4 Q AndMissKloster's response to Mr. Hemler's
5 E-mail says, we've aways positioned our target market
6 asbeing small mid market, as of ayear ago Started to
7 include the corporate account space. Do you see that?
8 A Yesldo

9 Q Wasthere achangein the marketing

10 philosophy of Microsoft in or about March of 2003 to
11 extend the target market to include the corporate

12 account space?

13 A | think in July of 2003 we made the

14 commitment to bring on board these 17 CAS solution
15 sales specidists to be located in the digtrict to

16 provide that marketplace a greater understanding of
17 our products, our solutions and our strategy. But

18 prior to that time, there was no dedicated resources
19 that would allow those CAS-based customers access on a
20 regular basisto Microsoft presentations or dedicated
21 resources.

22

23

24

25

Pollie 05-26-04 131



00194
1
2
3
4
5
6
7

Q And Ms. Klogter's E-mail is March 15, 6:03

8 p.m. Mr. Hemler respondsto that E-mail, and in his

9 response he proposes a message which says, quote, our

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

recent sworn statement to the U.S. Justice Department
was intended to define our plans with respect to which
customer segments we will proactively market our ERP
solutions. It is not intended to say our products are
not suitable for larger enterprises. To the contrary,
Axapta had the flexibility and scalability needed to
address enterprise ERP demands such as those,
brackets, customer. Do you see that?

A Yes | do.

Q Haveyou ever had any discussions with
Mr. Hemler about that?

A Not directly. But | don't agree with his --
| don't understand what his reference to sworn
statements or his comments regarding the flexibility
and scalability necessary to address enterprise scale

ERP demands. Thisis not something | would write or
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1 nor do | understand his references to any, any

2 testimony or sworn statements.

3
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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11 Q Haveyou ever heard any concerns expressed
12 by any Microsoft Business Solution customers or

13 prospective customers that, their concern that they
14 might be topping out with Axapta or other Microsoft
15 Business Solution product?

16 A Yes | have

17 Q Andwhen have you heard those kind of

18 concerns?

19 A Usudly in group discussions and seminars,
20 and one to many locations there's usually a question
21 that hasto do with, | though Microsoft-Great Plains
22 was only for five-user organizations, | had thought

23 Axaptawas only available in Europe. There€salot of
24 people who have very, very limited knowledge of

25 Microsoft Business Solution and the role we can play
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1 in decentraized organizations.

2 Q What do you tel them?

3 A |tdktothem alittle bit about how we

4 have been able to successfully implement some of these
5 smaller decentralized hubs for organizations with

6 Great Plains, with Axapta, that with we have

7 successful implementations of 100, 200 users, and that
8 you know, depending on the size, complexity and scope
9 of the project, we'd be happy to talk to the client

10 about their particular needs.

11  Q Areyou aware of any Axaptaimplementations
12 with four or 500 consecutive users?

13 A Yes | am.

14 Q Where?

15 A A company cadled Old Castle.

16

17

18

19

20

21

22

23

24

25
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10 Q IsMicrosoft Business Solutions selling

11 through partners Axapta to organizations with up to $5
12 hillion ayear in annua revenue?

13 A | think we have examples of a Great Plains
14 implementation at where isa$6
15 hillion company but we have a, one of the ad agencies
16 that's using Microsoft Business Solutions product. So
17 the answer to that iswe aresdlingto  and

18 they're $6 billion, but we're sdlling to them, from a

19 clarification point of view, a avery small agency

20 levd, fiveto ten, fifteen users.

21  Q Wadl,it'snot redly the agency levd, is

22 it? It'sthe headquarters level.

23 A No, we have other locations that are at the

24 agencies in addition to the corporate use of the Great

25 Plains product at the agency level.

REDACTED

REDACTED
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1 Q Doyou think that Axapta has the flexibility

2 and scalahility to address enterprise scale at ERP

3 demands?

4 A Sorry. Could you repesat the question?

5 Q Sure I'mjust essentialy reading from Mr.

6 Hemler's proposed statement and I'm wondering if you
7 believe -- if you agree that Axapta has the

8 flexibility and scalability needed to address

9 enterprise scale ERP demands.

10 A Axapta-- it would depend again on the

11 customer's particular functional requirements, their
12 need for specific functiondity, the complexity of

13 their organization and the number of users that they
14 are planning to implement. In the right cases, Axapta
15 isagredt fit for a department or divison of -- or

16 remote location of a decentralized company, but in no
17 way isit robust enough to service the complex

18 centralized locations of alarge enterprise account.

19

20

21

22

23

24

25
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Q Andwhat'sthe effort there, if you know?
24 A Paisoneindividud in the Microsoft

25 Business Solution team that's, that had taken on the
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1 responsihility of working closdly together, helping

2 our, our not-for-profit teams and state and local

3 Government teams identify partners that have been
4 successful in marketing to that marketplace in the

5 past for our -- we have a separate team in the

6 vertical team that focuses on not-for-profit, state

7 and locd Government.

8 Q Arethere other vertical teams within

9 Microsoft Business Solutions?

10 A Yes, they are.

11 Q Andwhat arethose?

12 A Theones| can recal include automotive,
13 financia services, hedlth care, as examples.

14 Q Do you have an understanding of why there
15 are -- why there's a public sector vertical,

16 automotive vertical, health care vertical and other
17 onesyou can't recall?

18 A Specificdly no, no definitive direction on,

19 on -- maybe if you rephrase the question.

20 Q Sure I'mjusttrying to figureout if you

21 understand what's the strategy behind having people
22 who are focused on particular segments of the market.
23 A Microsoft has set up these vertical accounts
24 to provide selected vertical accounts better ratioed

25 coverage with people that are understanding of their
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1 particular business needs and -- as it pertainsto

2 Microsoft infrastructure, architecture, database and
3 classic Microsoft requirements that are necessary to
4 run their infrastructures.
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Q If you turn to Page 4 of the power point,

sir. It has aBates No. 3312. There's areference --

P
N o

this page appears to be entitled something next big

(=Y
(o]

thing. Do you see that?

=
(o]

A Bardy, | canread it out, yes.

N
o

Q And it contains excerpts from April 2003

N
=

Business Week article?

N
N

A That'swhat it says, yes.
23 Q Andittaksabout Mr. Rakes's quote that
24 Microsoft will bring 10 billion in revenue from this
25 emerging market by year 2010?
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1 A | seethat.

2 Q Isthat consistent with your recollection of
3 the public statements made by Mr. Rakes concerning the
4 growth potentia for Microsoft Business Solutions?

5 A I've heard that statement before, yes.
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13 Q Letmeaskafirst question. The Microsoft
14 fiscal year runs from when to when?

15 A From July -- approximately July through

16 June.

17 Q Okay. Sowhen you say there was a target
18 for fiscal '04 that would be from July '03 to the

19 following June '04?

20 A Correct.

21 Q Sowereapproaching the end of fisca '04
22 at thistime?

23 A Yes, weare.

24 Q Andfisca '05would start approximately
25 July of thisyear?

Pollie 05-26-04



00217
1 A Yes

2 Q Okay. And I believe you testified that

3 there was a team-based sales quota for the CAS space
4 for fiscal year '04. Do you recall that testimony?

5 A Yes.

6 Q AndI believe you also testified that there

7 was not aquotafor the GSM areafor MBS products?
8 A That'scorrect.

9 Q Okay. Why wasthat? Why was there a sales
10 quotafor CAS and not for GSM?

11 A Weanticipated amgority of our efforts to

12 be based in, in the corporate accounts segment where
13 there was teams in place that could sell along with us
14 side-by-side from a coverage point of view and the

15 partners were already engaged in those accounts. Our
16 experience in revenue from the prior year showed that
17 amgjority of the revenue, once we did look at the

18 segmentation, was derived from that corporate accounts
19 space for Microsoft Business Solution products as a
20 primary factor.

21  Q AndlI think you aso testified that your

22 targets for these CAS quotas, you were going to fall

23 short in fiscal '04. Do you recall that?

24 A Yes

25 Q Doyouremember what the revenue target was?
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1 A Approximaely , alitleover $ REDACTED

2. REDACTED
3 Q Anddoyou know what the current projected

4 revenueisfor fiscal '04?

5 A Wearetargeting somewhere in the 43,

6 aggressvely $  attainment in that space. REDACTED
7 Q Why doyou bdieve Microsoft didn't make the
8 CAS quota?

9 A [Ithink, I think it was a very aggressive

10 growth rate associated with that, with that -- maybe
11 overestimated the market spend around our productsin
12 that space. We aso you underestimated the amount of
13 exposure and sales and marketing and confidence

14 building that we would create around our productsin
15 those, in that space.

16 Q Couldyou pull out what was marked as

17 Defense 1449.

18 A Okay.

19 Q | think you testified, and please correct

20 me, that this was a planning document devel oped for
21 fiscal '04 planning in around April of 2003?

22 A Yes

23 Q Wastheplan that'sin here formally

24 adopted?

25 A Not in specific terms, no.

Pollie 05-26-04 145



00219
1 Q Okay.

2 A Someof thiswas used to ultimately

3 determine the reporting structures and some of the
4 high level resource planning around it. But this --

5 thiswas not formally adopted in its current state.

6 Q Wasthe primary purpose of this document,
7 then, for discussion?

8 A Yes

9 Q Okay. Couldyou turn to Bates No. 4150.
10 At the chart at the top, do you see where it

11 saysfisca year '04 and revenue, and it appearsto

12 say , doyou seethat? REDACTED
13 A Yes.
14 Q Would that correspond to $ ? REDACTED

15 A Inthispaticular, yes, it would.

16 Q Andl believeyou just said that the actud

17 target that you ended up settling on for fiscal ‘04

18 wasalittleover $ ? REDACTED
19 A Yes

20 Q Going down that fisca ‘04 column, the -- do

21 you see whereit says 17 MBS BSMs?

2 A Yes

23 Q What arethose?

24 A They wound up being what we have been

25 discussing as solution sales specidists. Those are
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1 the people deployed within the geographic regions or

2 geographic digtricts within the Microsoft Enterprise

3 organization that instead of being called BSMs, they

4 are actually called solution sales speciaist, SSPs.

5 Q Andarethosethe 17 people on the virtual

6 team that have a dotted-line reporting to you that

7 weve been discussing?

8 A Yes

9 Q The one below that MBS TSs, what are those?
10 A A TSwithin Microsoft is atechnical

11 solution presales resource whereby if a partner or an
12 account needs some additional assistance in

13 understanding the particular detailed functionaity

14 within a product, those resources are made available
15 in the Microsoft classic organization. There's TSs

16 for SQL, there's TSs for Windows, for Office. It was
17 origindly planned to have resources dedicated in that
18 rolein capacity for MBS in the enterprise space.

19 Q Was, wasthe number of 9 adopted as the plan
20 for fisca '04?

21 A Thenumber that was actualy adopted in FY
22 '04 was zero.

23  Q Thenext line below that says Microsoft core
24 GTM. What's that?

25 A |t was, theinitia discussion was around a
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1 Microsoft Business Solution go to market leadership

2 team that wound up being myself and one other person
3 to help build the community and to oversee the hiring
4 and some of the training associated with the MBS

5 solution peoplein the field.

6 Q Sowasthefisca '04 plan number there then
7 two, one person plus yourself?

8 A [Itwasorigindly four from ahead count

9 perspective. We redeployed one of those to become
10 another resource in the enterprise that would be

11 targeted at FY '05 technical solutions specidty, and
12 one open position till remains in that organization

13 structure that reports to me that hasn't been filled.

14 Q Okay. So-- and | want to make sure I'm not
15 double counting here. Is-- if | take this 17 plus

16 the two for Microsoft Corporate GTM and to get 19,
17 would that represent the total number of resources
18 deployed in fiscal '04 to help partners with the sales
19 in the enterprise area?

20 A Thetota number that was actualy approved
21 was 21; 17plusthe 4.

22 Q Okay. And of those 21, how many of those
23 positions were filled?

24 A Nineteen

25 Q Nineteen, okay. Interms of the revenue
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1 shortfdl for fiscal '04, when did you first become

2 aware that the group was not going to meet its revenue
3 target?

4 A Weprobably knew fairly early in the fiscal

5 year. Probably midyear we knew for sure that, that

6 the revenue target was very aggressive and probably
7 not going to be attained.

8 Q What steps were taken when you realized you
9 weren't going to meet this target to potentially

10 correct the Situation?

11 A Wetried to increase the, the marketing

12 effort around hub and spoke targeting for cities,

13 doing some direct mail, working together closaly with
14 partners to hold more seminars targeted at distributed
15 solutions, decentralized autonomous-based

16 organizations that were looking to, to replace their

17 outdated or off-maintenance solutions. We early on
18 were not at full strength from a head count

19 perspective so we did not achieve the full17 field

20 resources until the 6th of April from being at afull

21 daff point of view, and a mgority of those

22 resources, probably 13 to 14, were with Microsoft or
23 intheir current role for less than six months as a

24 total. So we had a very new team that was brought on
25 board to help us here.
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1 Q Soiflwastrying to get asense of the

2 total number of resources deployed to help MBS
3 enterprise sales through partners, the, the 21

4 allocation would be very high then, because you're
5 saying not all those positions were filled until late
6 intheyear?

7 A Yes, that's accurate.
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15 Q Inthefirgt paragraph, about oh, six or

16 seven lines down, there's a sentence that says, | do
17 believe areal part of the problem today, is that

18 there are no boundaries, so everyone seems to believe
19 we should go for alot of things, including geo

20 expangonin al big markets, multiples linesin more
21 countries than we can afford, et cetera, et cetera, et
22 cetera, et cetera, et cetera. Do you see that line?

23 A Yesldo.

24 Q Do you agree with what Mr. Ayala says here,
25 that thisis a problem today for MBS?
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1 MR. YATES:. Objection. Lacks foundation.

2 A My opinionisthat there are very -- since

3 Microsoft Business Solutions markets almost, or

4 markets exclusively through partner organizations,

5 there are various levels of competence within the

6 partners and avariety of approaches and strategies
7 that these partnerstake. | think that the partners

8 are very excited to have a broad range of products
9 that they can now resell to the marketplace. | think
10 many of them still have yet to uncover al of the

11 intricacies of the products in each particular country
12 that we have locdized or through partner offerings
13 and | think that is, has caused some confusion in the
14 channd in terms of how far to go in terms of taking
15 to certain customers about where, where we can take
16 the products. So | would agree with the statement
17 that it would be very welcome in the channel and in
18 the MBS support team to have specific boundaries set
19 about the way we engage with customers.

20 Q What sort of confusion do you believe has
21 been generated in the channel?

22 A | think for some of our channel partners,

23 the CRM product line, the MBS product linein the
24 Axaptadivision are very new to them. They're

25 learning alot of those products and functions as they
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1 go. For some, asthey get a new customer, it's a case

2 of they don't know what they don't know and wind up
3 encountering certain functiona issues or client

4 perceptions of the product that are not what they
5 expected during the implementation, and it resulted
6 redly becauseit's the first time the partner has
7 implemented that particular product linein alive
8 dituation.
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1

Q What about Old Castle, have you heard of any

2 problems with scalability at Old Castle?

3

A In brief discussions with Old Castle, | was

4 informed that they were considering adding more users

5 to ther existing Axapta implementations and were in

6 discussions regarding how the product would

7 accommodate additional users. | don't know if that

8 was concern or just conversations and evaluation.

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Q Okay. | think you testified earlier, and
please correct me if I'm wrong, but what | wrote down
was concerning this benchmark that's come up severa
times for Axapta of something like over 3,000 users.
| believe you said that you didn't believe the
statistic represented a real world situation. Do you
remember that testimony?

A Yes

Q Okay. What do you mean by that?

A | don't believel -- | believe what | stated
was that benchmarks would vary depending on the kinds
of transaction and the -- how the transaction was
used; a user that publishes strict financia
transactions on a debit and credit basis versus a user
that does very sophisticated business process order to
cash, some other processes. And | have not been privy

to the detail behind the benchmarking statistics, but
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1 I think | represented also that there's hardware

2 considerations, database considerations, network

3 considerations that would impact that aswell. | -- 1

4 don't see Axapta customers with 3900 users, nor do |

5 redly believe that Statistic for ared life

6 dtuation.

7 Q Doyou bdievethat tdling that statistic

8 to usersis mideading?

9 A |thinkthat in ared world Stuation it

10 could be determined as mideading if the -- there's

11 not full disclosure in terms of how the benchmark was
12 conducted, in what circumstances with what

13 transactions, and full disclosure in terms of the

14 details that were used to calculate that benchmark.

15 Q | wantto giveyou something that was

16 previoudy marked as Government 169, and actualy I'm
17 probably going to make reference to Defense 1457, if
18 you want to find that in your stack.

19 Let me state for the record that Government
20 169 is Bates labeled MSOP sub 8484. It's an E-mail
21 from Andrea Harrison dated March 17th, 2004, subject
22 MBS in press regarding Oracle, PeopleSoft-DOJ. It's
23 to Mr. Pallie among others, produced by Microsoft in
24 the course of this investigation.

25 A (Reviewing.)
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1 Okay.

2 Q Do you recal receiving this E-mail?

3 A Yesldo

4 Q Andwho's Andrea Harrison?

5 A AndreaHarrison ispart of our business and

6 marketing organization out of Redmond.

7 Q Sowho does shereport to?

8 A AndreaHarrison reportsto -- I'm not

9 gpecifically sure who she reports to.

10 Q Give measense of what her jobis.

11 A It's asl understandit, it's a buffer

12 between the business field organization as a business

13 and marketing organization, and the business group,

14 which is represented by Doug Burgum and the -- or the
15 BG.

16 Q Asyouseeinthefirst paragraph she hasa

17 sentence there, we want to be clear that our target

18 market strategy has not changed. We remain committed
l

©

to delivering business applications to smal mid

20 market and corporate businesses worldwide. Do you see
21 that?

2 A Yes|do.

23 Q Whatisyour understanding of that sentence?

24 A That we have a strategy that targets small,

25 medium and CA S-based accounts where there's a, a
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1 reasonable fit for our product lines from a product

2 functiondlity point of view. And | think she goes on
3 to say that it's really the -- targeted at the spokes

4 for highly decentralized, highly autonomous

5 organizations as being the primary god of the

6 enterprise group.

7 Q Anddoes shedo that description -- in the

8 next paragraph down there'sthree bullets. There'sa
9 bullet that says, divisons of large enterprises,

10 typicaly companies with 1,000 to 5,000 employees.
11 Think of thisin terms of a hub and spoke model where
12 Microsoft is targeting the spoke and not the hub of an
13 organization. There are about 16,000 companies

14 worldwide in this category. |sthat what you mean?
15 A Yes

16 Q Do you agree with the statementsin this

17 E-mail about the target markets for MBS products?
18 A |thinkit'svery difficult to put a

19 particular either employee count or dollar value or,
20 or business, maybe, perhaps, description on -- in

21 describing what specifically are good fits for the

22 product. Asl'vetestified earlier, it redly is, in

23 this business for our products, a very case-by-case
24 basisto ensure that the client is agood fit for our

25 products. And | believe that employee size doesn't
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1 necessarily dictate whether or not the product would

2 beafit. But | think from a marketing point of view,

3 I think establishing the total pool of accounts that

4 a, in some way from a marketing sense so that they can
5 do some analyzing of the markets and the revenue and
6 the size of the ERP spend and IT spend, it's probably,

7 you know, one way that a company could evauate it.

8 Q Itsaysatthetopinbold, she'sput to the

9 U.S subsdiary field, field managers who can forward
10 thisinformation to their teams per Lega and PR --

11 that's probably public relations. Do you see that?

12 A Yes

13 Q Didyou do anything with this E-mail such as
14 forwarding it?

15 A Yes | forwardedit ontothe 17 peoplein

16 thefield as afollow-up to a phone conversation that
17 we had.

18 Q And what was discussed on that phone

19 conversation?

20 A Asl testified earlier, we had just a

21 briefing regarding some of the press that had come out
22 regarding some statements that had been made in some
23 publications regarding our focus in the enterprise,

24 and reassured them that it was business as usual,

25 dill the targets were large decentralized parts of
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1 larger corporations and that should be the message

2 that they could -- should continue to relate to the

3 clients.

4 Q Andwewerediscussing Defense 1457. Was --
5 A Andjust asapoint of clarity, | think it

6 was asked earlier if | produced any document to my
7 fidd team that | wrote and sent out to my team

8 regarding thisissue.

9 Q Uh-huh

10 A AndlI answered that question as no. But
11 just asapoint of clarity, this was forwarded on, but
12 not written by me, to the field team.

13
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1 Q Okay. When we were discussing Defense 1457,

2 you were asked some guestions about the sentence that
3 says-- it'sin the middle paragraph, to the contrary

4 Axapta has the flexibility and scalability needed to

5 address enterprise scale ERP demands. Do you recall
6 those questions?

7 A Patidly, yes.

8 Q Okay. And I believe you said in response --

9 please correct meif I'm wrong -- that in, in no way

10 is Axapta robust enough to serve a Fortune 50 account.
11 Do you recdl that testimony?

12 A | bdievejust from apoint of clarification

13 point of view, | was asked what | would define as a,
14 asthe largest enterprise account and | believe my

15 response was from a-- at least | understood the

16 question, what was an example of the largest

17 enterprise account, and | believe | responded to sort

18 of a Fortune 50 account would be what | would consider
19 to bethelargest. | -- | don't want for the record

20 to say that No. 51 is something that Microsoft

21 Business Solutionsis targeting or can provide service
22 to. | think, again, it gets back to the specific

23 functiondity that the company requires on whether or
24 not our product would be agood fit. And | don't

25 believe that, based on some of the functionality that
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1 I've experienced in the Tier 1 market that Microsoft

2 Business Solutions should either be targeted or isa

3 candidate for success at a hub location of alarge

4 corporation.

5 Q Whenyou say the Tier 1 market there, are

6 you thinking of any demarcation between that market
7 and the Tier 2 market in terms of the customer

8 characteristics?

9 A [I'mthinking morein terms of the amount of
10 experience, infrastructure, partner training, system
11 integrator support, years in providing successful

12 solutionsto very large corporations, and

13 functiondlity that they've incorporated in their

14 product that these large customers have worked with
15 them to produce over many, many years as more of the
16 demarcation. Not necessarily the size of the

17 customer, but --

18 Q Andthat list that you just went through,

19 areyou saying that al of those things are things

20 that the Tier 1 players possess and that the Tier 2

21 players generally do not?

22 A | wouldsay that's-- | could apply that

23 specific -- | can't speak for any other Tier 2, but |

24 can speak to these are things that MBS is years away,

25 perhaps, from, from having that these other companies
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1 have worked years to, to make part of their company's

2 business value proposition to large corporations.

3 Q Okay. Therewas some discussion about what
4 it meant for Microsoft to be the prime. Do you recall
5 those discussions?

6 A Someof those, yes.

7 Q Okay. Doyou have asensein the past year
8 of how often Microsoft has been the prime contractor
9 for aded?

10 A It'sbeen avery rare occurrence and one

11 that we discourage. Really just a handful of the

12 total new customers are, or customer adds have been
13 requested by clients as being a necessity for them to
14 continue doing business with Microsoft in the

15 conversations on, on the software solution. And it

16 usudly is, just asapoint of clarification, involves

17 acase where the customer specifically requests that
18 Microsoft step in and take a lead respongbility in

19 certain aspects of the project or in certain cases

20 where there's multiple partners. And in some cases
21 the partners that are involved have actually requested
22 that Microsoft come in and assist them in coordinating
23 the overal relationship between the multiple partners
24 that the client is dealing with and when to -- and

25 when | say partners, | mean resellers. | don't mean
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1 ISVsor third-party programs. | just mean the core of

2 Microsoft resellers. But very few.

3 Q Veyfewinthelast year?

4 A Yes.

5 Q Doyou haveasense of how many Microsoft
6 intendsto do in the next year?

7 A Wearetrying to move entirely away from

8 doing any. Our going-in position based on some

9 guiddines and things that we've been evaluating and
10 looking into is redly an offer of last resort, when

11 it means the difference between winning and losing the
12 businessin the customer's mind, what -- will we

13 consder it.

14 Q Okay. If you can pull out 1420 which isthe
15 Essdte printout, web page printout.

16 A Yesah, I'veread that enough. | think I've

17 memorized that one.

18 Q Okay. I'm going to go to the sentence

19 you've probably memorized the most.

20 A Yesah | think --

21 Q Thesentence that says, thisis agreat

22 example of how Microsoft Axapta can scale to meet even
23 the most complex requirements of billion-dollar

24 manufacturing businesses operating in multiple

25 countries around the world. Do you recal that
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1 sentence?

2 A Yesldo

3 Q | believeyour prior testimony was that you

4 felt that sentence could be mideading. Do you recall
5 that?

6 A Yeah, it -- it's something that dipped

7 through the cracks in terms of overall proofreading

8 and things that should have gone on around that

9 statement. | think it could be interpreted in ways

10 that it was not meant to be portrayed.

11 Q Andwhat are those ways that it could be

12 interpreted that were not intended?

13 A Andagain, | -- | did not read this-- | did

14 not write this, this full statement. | wrote the

15 first sentence of the statement, and it was written by
16 one of our partners who was very excited about having
17 closed Esselte and wanted to get the word out to the
18 marketplace.

19 Again, your question specifically was which
20 part of it could be misinterpreted; is that correct?

21 Q Yes, or what would be mideading about it?
22 A | think the part that says thisis atrue

23 cooperative effort, | think that is, that speaks for

24 itself. That'sfine. We're entities excited to work

25 with our partnersto deliver a comprehensive solution
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1 that meets the unique need of Esselte business. |

2 think that'sfine. | think the third part is, the

3 great example of how Microsoft-Axapta can scaleto
4 meet the most complex requirements of billion-dollar
5 manufacturing businesses operating in multiple

6 countries around the world, particularly because it

7 could be misinterpreted because it doesn't reference
8 thefact that it's looking at 15 separate potential

9 implementation sites. It doesn't mention the fact

10 that a mgority of the manufacturing function that we
11 reference here as being complex requirements are not
12 handled by the Axapta product itself. It'sadecision
13 that the client made to, to actualy do the mgjority

14 of its manufacturing, its complex manufacturing with
15 products that were not Microsoft. So | think that

16 that leads you to believe that it's all done by the

17 Axapta product when in fact it's -- it's not 3,000

18 usersin one location, and it's not al the

19 manufacturing requirements of this account done

20 through the core Axapta product line.

21  Q Isityour understanding that Esselte has,

22 (uote, the most complex requirements?

23 A I'mnot privy to the specific requirements

24 within Esselte. | can say that in the marketplace

25 lean manufacturing is an advanced technique of
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1 contralling inventory and controlling manufacturing

2 that requires a very good support system underneath it
3 and lots of discipline executed interndly to provide
4 that kind of technique of manufacturing.

5 Q And the lean manufacturing model module,
6 that's the piece that would be provided by eBECS?
7 A That'scorrect.

8 Q And does Microsoft have any control over
9 eBECS?

10 A No.

11  Q DoesMicrosoft own any of the intellectual
12 property, if you will, of the eBECS lean manufacturing
13 modd?

14 A Notto my understanding.
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20 Q Sole'sdoitintermsof vendors. And |

21 bdievethe Tier 1 vendors for financids, who would
22 you say that the Tier 1 vendors are for financials?
23 A | would say that it's been described in

24 market terminology from research firms and analysts

25 that Tier 1 vendors traditionaly are compiled of
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1 Oracle, PeopleSoft, SAP, Siebdl are the ones most

2 commonly mentioned in that category.

3

4

5

6 Q Soif wewerejust looking for afinancia

7 management product, the Tier 1 vendors would be

8 Oracle, PeopleSoft and SAP?

9 A That'stheway it's described, yes.

10 Q Do you have an understanding of the lack of
11 functionality that Axapta -- that those Tier 1 vendors
12 have in the financial management area?

13 MR. YATES: Objection. Lacks foundation as
14 to any company other than SAP in light of the

15 witnesss testimony.

16 A | canrelate to some experience that | have

17 at SAP and from a competitive positioning when | was
18 competing for SAP in that marketplace. Axaptalacksa
19 lot of core, for lack of terminology, let's cdl it

20 hub functiondity that alot of those vendors would

21 providefor. | think | referenced items like treasury
22 management, core intercompany transactions between --
23 financia postings between different companies that an
24 organization may, may look to account for is not part

25 of the core Axapta product. It does not have a
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1 robust -- if you consider human resources as part of

2 your question in core financia management --

3 Q Let's-- I'll ask the human resourcesin a

4 minute. Just for financial you mentioned treasury

5 management and core financia trans -- intercompany
6 transaction. Arethere any others that come to mind?
7 A Some sophisticated foreign trips, foreign

8 currency transactions, swap rates, transactions done
9 in multiple currencies, some of the more sophisticated
10 financialy related transactions.

11  Q | believel wrote down when you were

12 discussing this before something called cash

13 projections. Would that be an area that, additional
14 areathat Axapta does not have, core hub

15 functiondity?

16 A Yeah |think| said cashflow projections
17 based on positionsin various -- not just currencies,
18 but those kind of sophisticated financia transactions
19 that are typically handled at a corporate treasury

20 type of function isthe best way to describe that

21 group of transactions where there's a corporate

22 treasury department within a corporation.

23 Q Andnow turning to the core HR functions
24 that Axapta lacks that would be required by these hub

25 enterprises as we've defined that term, what HR
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1 functiondity do you think it lacks?

2 MR. YATES: Objection. Vague.

3 THE WITNESS: Pardon?

4 MR. YATES: You may answer if you
5 understand.

6 A Judfrom limited exposure in the U.S.

7 market, the product is not in full support compliance
8 inthe areas such as EEO reporting, it does not have
9 anintegrated payroll product as part of its offering
10 for the U.S. In terms of taxing and regulatory

11 support, it lacks alot of U.S. regulatory HR

12 reporting that is traditionaly supplied by other

13 vendors that have U.S.-based HR offerings.

14 Q Okay.

15 A Andno payroll system, obvioudy.

16

17

18

19

20

21

22

23

24

25
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Q Mr. Pallie, | just afew follow-up questions

[EEY
=

to Ms. Blizzard's examination. Y ou were talking about
12 Essdteand | believe it's the eBECS, is that a supply
13 chain piece of software?

14 A |-

15 MS. BLIZZARD: (Inaudible)

16 A | believeit's more specific to lean

17 manufacturing software requirements.

18 Q Islean manufacturing part of a core

19 financid package in your definition?

20 A No

21  Q It'ssomething outside of that?

22 A It'spart of what | would consider to be a
23 logigtics offering.

24 Q Andyou were taking about in response to

25 some of Ms. Blizzard's questions about treasury
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1 manage -- management, intercompany transactions. Do

2 you recal that last question and the answers?

3 A Yes

4 Q Areyouaware of any independent software

5 vendors or partners that provide any treasury

6 management packages?

7 A I'mnot aware of any that we've, we've come

8 acrossin our conversations with MBS.

9 Q And going back to Exhibit 1449, sr, and

10 specifically the Corporate Sales Acceleration page

11 which is Page 4150. Ms. Blizzard asked some questions

12 and she said there was some sort of a shortfall in

13 terms of meeting the projections and you answered that

14 therewas. It'strue, isit not, though, Sir, that

15 Microsoft Business Solutions essentialy doubled its

16 sdesin the Cas base from to projected REDACTED
17 t0$ infiscd year '04? REDACTED
18 A Thebasedline that was calculated here was

19 not the ultimate basdline that was carried forward

20 into -- from aFY '03 total. The baseline that was

21 carried forward from an FY '03 total actually moved

22 from$ to closer to asthe REDACTED
23 established basdline.

24 Q When you say the established baseline, what

25 do you mean, Sir?
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1 A Inregardsto your question about how

2 revenue would progress, it was based on a $ REDACTED
3 tota to a projection of , rather than a $ REDACTED
4 totdl. REDACTED

5 Q Sofisca year '03 CAS sales by Microsoft
6 Business Solutions were approximately ? REDACTED
7 A Approximaely . REDACTED
8

9

10
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